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Here you see what amounts to a mixture of fun and work that 

makes the work easier, workers happier, and reduces costs for 

one wholesale concern. These stock pickers can do more work 

on roller skates and at a lower cost than they can on foot. 
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887 WHOLESALERS HELPED TO 
WRITE THIS BOOK 

LANS, methods, and cost figures contributed by 
387 wholesalers representing seven different lines 
of business in 36 states make it possible to present 
in this book sound ideas which progressive men 
have tried out and found profitable. Material for 
this book was gathered by the Bureau of Business 
Standards in a country-wide investigation by personal 
interview and by mail. 
The purpose of the book is to present cost figures 
^ which will, it is hoped, first, give you a rough idea of 
A' where your business stands in comparison with others, 
and, second, supply you with at least an indicated 
approximation of the expense at which it should be 
possible for you to operate. 



cr ^ Without some sort of costs the business man is like 

a ship captain unable to find his latitude. Without 



' 4 some knowledge of other men's costs, even though he 

has costs of his own, he is like a ship captain who knows 
his latitude but not his longitude. Without some idea 
of the most profitable costs other men have been able 
to achieve — attainable costs — and the exact methods 
< by which they secured these advantageous costs, he is 

like a captain who has his latitude and longitude, but 
is unable to find out the shortest course to his destina- 
tion and how quickly other captains have sailed 
over it. 

Now this book is simply intended to supply latitude, 
longitude, short route data, and trip times for the 
short routes — f or it attempts to present typical aver- 
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PREFACE 

age costs, indicated attainable costs, and methods used 
to achieve the obtainable costs. You will find these 
costs and methods arranged by convenient chapters. 
During the work of collecting these figures, the most 
successful concerns were, of course, discovered. The 
Bureau carefully studied their plans and methods, the 
best of which are described in the book. It is suggested 
that you can apply many of these methods in endeavor- 
ing to reach the operating costs indicated as attain- 
able for firms in your line of business with a similar 
volume of sales. 

Cost figures presented in this book are not advanced 
as final but as indicative. They indicate what per- 
centage of total sales should be spent for operating 
expenses in different lines of business. These averages 
are based on accurate cost figures from concerns class- 
ified according to line and according to volume of sales. 
Indicated typical percentages are averages of all the 
satisfactory cost figures received in each line. In- 
dicated attainable percentages are based on the costs 
of the best managed concerns picked from the entire 
group from which the typical percentages were ob- 
tained. 

To obtain absolutely final cost figures it would, of 
course, be necessary to study for at least three years 
cost figures obtained from a group of concerns having 
a unif orm accounting system. It is believed, however, 
that these indicative figures will serve adequately in 
supplying you with a means of making a helpful com- 
parison of your individual costs with those of others, 
and of reaching a profitable standard of costs in your 
own business. 

Without the hearty cooperation of wholesalers, this 
volume could not have been written. In response to 
requests by the Bureau of Business Standards, whole- 
salers opened their books to give figures and gave freely 
of their methods also. It is not possible to mention 
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PREFACE 

in this limited space everyone who contributed to this 
book. References must be made, however, to a few 
organizations and some individuals who gave much of 
their time and best thought to the work of preparing 
the data which this volume contains. Among these, 
the following particularly deserve the thanks of the 
publishers and of those who find helpful the many meth- 
ods set forth in these pages: National Wholesale 
Grocers , Association; Frank D. Chase, industrial en- 
gineer, who wrote in part Chapters XII and XIII; 
Blumauer-Frank Drug Company,; National Wholesale 
Jewelers , Association; Manufacturers' News; Western 
Association of Shoe Wholesalers; Sprague, Warner & 
Company; McNeil & Higgins Company; W. L. Fergus, 
engineer; National Wholesale Druggists' Association; 
John S. Brittain Dry Goods Company; Croft-Stanard 
Company; Monarch Electric & Wire Company; Inter- 
Mountain Electric Company; Electric Appliance Com- 
pany; Selz, Schwab & Company; The Lamson Com- 
pany ; American Luxfer Prism Company; Jobst Bethard 
Company; Telautograph Corporation. 

Perhaps you would like to know a bit about the 
Bureau with which these organizations cooperated to 
make this book possible, just as scores of other concerns 
have cooperated previously to make other books pos- 
sible. The Bureau of Business Standards is one of the 
editorial departments of the A. W. Shaw Company, 
publishers of System, the Magazine of Business; 
Factory, the Magazine of Management; System on 
the Farm; the British edition of System and standard 
business books, courses, and reports. 

The Bureau aims to serve as a point of exchange for 
business facts, figures, methods, policies, and plans. 
It conducts investigations of two types: first, those 
which will supply the editors of the various Shaw pub- 
lications with data; second, those which will obtain 
facts and figures from which indicative business stand- 
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PREFACE 

ards c&n be taken. These indicative standards may 
refer to methods, costs, policies, or related subjects 
and are published from time to time in magazines, 
book, or report form. 

The success of the Bureau of Business Standards 
depends on the cooperative good will of business ex- 
ecutives the country over — men who realize the value 
to their individual business and to American business | 

as a whole of an interchange of facts and figures. Co- i 

operation is cordially invited. All correspondence J 

should be addressed to the Bureau of Business Stand- 
ards of the A. W. Shaw Company, Chicago. 

Cost figures used in preparing this book were given 
on the Bureau's pledge that names of concerns would 
not be connected in any way with the figures. Those 
of the Bureau's staff directly in charge of the investiga- 
tion and preparation of this book were Stanley A. 
Dennis, Director of the Bureau; Richard T. Hunt- 
ington, Joseph M. Regan, and Robert W. Pearson. 

The Publishers 
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SELLING METHODS THAT HAVE 
BEATEN RISING COSTS 



CHAPTER I 
HOW FAST ARE WHOLESALERS' COSTS RISING? 

THE cost of doing business is surely going up," 
declares a wholesaler who has been in business 
threes quarters of a century and watched distribu- 
tive changes follow one another through decades. "I 
speak from over 70 years' experience in my line 
and years of observation of other lines. Soon I must 
leave my desk for good, but I know that my sons' big 
fight will be, for years after I am retired, against rising 
costs and in search of ways to find and push the good- 
profit fast-turning lines. 

"Formerly in my line it cost from 9% to 10% to do 
business. Now it figures out at about 11% to 12%. 
That difference represents a lot of money, when you 
consider the volume we do — you see it represents about 
20%. 

"The increase is largely due, I think, to the rise in 
labor costs and to the fact that retailers order dif- 
ferently nowadays. They formerly ordered by the 
dozen — that was the standard. Now they order more 
often and buy in smaller quantities. They require 
us to break packages. Also, the nature of our stocks 
has changed from a heavy preponderance of bulk 
goods to a heavy preponderance of package, branded, 
and patent goods." 

There we have an interesting glimpse back over 
years of trading at wholesale. Now let's hear a re- 
tailer: "It is as necessary to the success of the retailer 
that you" — he is talking to retailers, you see — "that 
you have stores from which you can draw one third • 




2 NEW SELLING METHODS 

dozen of one thing, one half dozen of another bunch, 
instead of buying in too large quantities, as your suc- 
cess is necessary to the community." 

Look at the chart (Figure 1) on page 3 for a mo- 
ment. It represents wholesale trading running up 
into hundreds of millions. The line in it, which sig- 
nals the costs of handling this volume, climbs steadily 
upward — 15% in a few years. In the chart (Figure 
5) is shown the actual rise over a 35-year period in 
one wholesale house. 

Yes, the cost of doing business at wholesale is swing- 
ing upward, steadily cutting into the profit margin 
unless effective measures are taken to counteract it. 

Moreover, rising costs are not pressing the whole- 
saler alone and without allies. The "manufacturer 
to consumer" threat is close at hand. "The middle 
man only adds unnecessarily to prices" bogey stands 
near and is frequently shoved toward the consumer 
from one quarter or another. Alongside is the fact 
that the meager profits of the wholesaler in comparison 
with the volume handled and the dependency of many 
valuable manufacturing enterprises or the service ren- 
dered by the wholesalers have not been made clear to 
many. 

Now against this formidable group, what measures 
can be taken? Since at its head stand rising costs, 
there, many feel, lies the vantage point for attack. 

In the pages that follow you will find mass after 
mass of what is intended to be the best sort of ammuni- 
tion for making the attack. This ammunition is ar- 
ranged according to the following general plan: 

First, so that some idea of how fast costs are rising 
and what they should amount to nowadays could be 
secured, the nation-wide investigation already de- 
scribed in preceding pages was made. Next, the 
methods of the concerns whose costs pointed out as 
most successful were studied and the blue ribbon win- 
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FIGURE 1 — This chart represents average figures from scores 

of wholesalers located mainly in the Middle West. Excessively 

low and excessively high figures were not considered. 
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FIGURE 2 — This house is one of the oldest in the country. 

Its costs offer an unusually striking demonstration of the steady 

rise, decade after decade, in the cost of doing business. 
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NEW SELLING METHODS 



TOTAL COSTS OF DOING BUSINESS 
In Seven Wholesale Lines 

Indicated typical and attainable costrof-doingAmsiness figures for whole- 
salers are presented in this and following tables. The total figures shown 
here indicate apparently that wholesale hardware concerns have the highest 
cost of doing business and that it costs wholesale grocers less than the 
other lines studied. It was apparent early in the nation-wide investigation 
among wholesalers conducted during the preparation of this book that 
the volume of sales had a direct influence on the cost of doing business. 
For this reason the concerns were classified according to whether their 
sales were $1,000,000 or more, or from $600,000 to $1,000,000, or less 
than $600,000. It was also found that sectional influences affected costs. 
Firms doing business in the West and along the Atlantic seaboard were 
found to have higher costs than those in the Middle West. The western 
concerns 9 costs were from 1.6% to 2% higher, while many eastern con- 
cerns reported costs about 1 % higher than the average for the Middle 
West. Wholesalers in the South, it was found, usually had a somewhat 
lower cost of doing business than in other sections of the country. 



(Firms with Annual Sales of More than $1,000,000) 

Indicated Indicated 

Line Typical Attainable 

Costs Costs 

Groceries 10.3% 8.8% 

Clothing 17.8% 15.6% 

Hardware 23.5% 18.8% 

Electrical Goods 18.1% 15.7% 

Shoes 15.8% 11.9% 

Drugs 14.6% 12.4% 

Dry Goods 12.8% 10.6% 

(Firms with Annual Sales of $500,000 to $1,000,000) 

Indicated Indicated 

Line Typical Attainabl 

Costs Costs 

Groceries 9.0% 7.5% 

Clothing 16:1% 12.8% 

Hardware 19.2% 16.79T 

Electrical Goods ; 18.1% 15.7? 

DryGoods 12.8% 10.6? 

(Firms with Annual Sales of Less than $500,000) 

Indicated Indicat 

line Typical Attain/ 

Costs Cor 

Groceries 7.2% 6.f 

Hardware 17.8% 14.1 

Electrical Goods 17.0% 13.5 



HOW FAST ARE COSTS RISING? 5 

ners among them carefully described. Finally, favor- 
able costs, which it seemed reasonable to believe the 
average concern could realize by perfecting its 
methods, were worked out. 

So, in the following chapters you will find averages 
for a number of lines covering the usual items in the 
cost of doing business, and near by descriptions of the 
methods used by markedly progressive concerns to 
make more favorable records. Then you will also find 
alongside the typical costs other costs called "indicated 
attainable costs," which it has seemed reasonable to 
feel any concern intent on improvement can reach. 
On page 4 there are interesting groups of total and 
itemized costs, and in Part IV a description of a plan 
for helping you to record your progress in your fight 
against rising costs.* 

Don't by any means be discouraged if you do not 
happen to find your particular line of business repre- 
sented among the various cost-of-doing-business fig- 
ures. The figures are really perhaps of most use as 
suggestions and illustrations, after all. The big gen- 
eral purpose of the book — to stimulate you to find costs 
and adopt from the most effective cost-fighting ideas, 
is not altered by either the presence or absence of fig- 
ures from your line. 

It would have been impossible, of course, to crowd 
in figures from every line. So do not be worried if 
there happens to be no specific figures from your line 
included — just write to the Bureau of Business Stand- 
ards of the A. W. Shaw Company, Chicago, and its 
editors will gladly see what they can do about refer- 
ring you to figures from your line that will help. 



♦It should be borne in mind that in compiling these average cost percentages 
the locations of the various houses were not considered. In most lines, investigation 
showed, costs were apparently from 1}4% to 2% higher in the West than in the 
Middle West. It was apparent also that eastern concerns had a higher cost of doing 
business than those in the Middle West, although the difference was not so great. 
Wholesalers in the South, it was found, apparently had lower costs of doing business 
than in other sections of the country. 
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So much for the general aspects of the rising costs 
problem and the purposes of this book in connection 
with it. The result of this great distributive battle 
depends in the final analysis upon the nature of the 
fight put up by each business. If this book helps you 
but a little to go "over the top" in the contest a bit 
more formidably armed, it will have "reached its ob- 
jective and consolidated the position." 



CHAPTER II 

rMmcrRBiN€KeosTS 

BROUGHT suddenly to a realization of the danger 
of an immediate and serious decline in sales as 
the result of increased competition, a wholesale 
merchant, now doing a business of $850,000 annually, 
started a thorough going analysis of his local and 
tributary trade, with the result that changes were made 
in his business which increased his sales 45% and cut 
his cost of doing business from 9.7% to 8.1% within 
two years. The sales force was cut from 14 to 8 
men. B od debts, w h ich h a d fo r me r ly con s u med -4*%" 
of the total -sales, were reduced termless than 0.25%. 

For five years this wholesaler had been distributing 
merchandise within a radius of 75 miles of the home 
office. The gradual development of local wholesalers, 
however, had steadily cut down the size of the market. 
Sales from the outside territory diminished because 
many of the retailers patronized the houses in their 
home towns, where they could save in freight charges, 
get small orders filled quickly, and thus increase their 
turnover rate. 

As this man's experience indicates, clean cut analysis 
of market conditions and the sales problem is a strong 
factor in eliminating rough and tumble methods of 
determining prices. Familiarity with the competition 
in your territory and first hand knowledge of the 
various retail outlets are, indeed, powerful weapons in 
pricing the merchandise so that it brings a profit. A 
study of the average purchase of each dealer for a 

(Text continued on page 12) 
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COST AVERAGES AND EXPENSES FROM THE 
BOOKS OF 387 CONCERNS 
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Costs of doing business" in these tables are indicative, but are not ad- 
vanced as final. "Selling expense 19 includes all salesmen's salaries, 
traveling expenses, and commissions. "Administrative salaries and 
wages 19 includes all other expenses for salaries and wages. Under "office 
expense 99 are grouped expenses for stationery, postage, printing, and sup- 
plies. Costs on interest, depreciation, and repairs are included under 
"general expense. 19 All figures refer to total gross sales. In compiling 
these average cost percentages the locations of the various houses were not 
taken into consideration. In most lines, investigation showed, costs were 
apparently from 1.6% to 2% higher in the West than in the Middle 
West. It was apparent also that eastern concerns had a somewhat higher 
cost of doing business than those in the Middle West, although the dif- 
ference was not great. Wholesalers in the South, it was found, apparently 
had slightly lower costs of doing business than concerns in other sections. 



WHOLESALE SHOE COSTS 
(Annual Sales More than $1,000,000) 

Here are the itemised costs of doing 
business for shoe wholesalers through- 
out the United States, as indicated by 
investigation. Note that warehouse, 
freight, and packing expense are ex- 
tremely heavy, due, perhaps to the 
fact that shoes are bulky and usually 
each pair requires a separate box. 

1. Selling Expense 4.9% 

2. Administrative Salaries and 

Wages 3.2% 

3. Rent 0.6% 

4. Light, Heat, and Power 0.2% 

5. Warehouse, Freight, and 

Packing 1.1% 

6. Insurance and Taxes 0.6% 

7. Official Expense 0.5% 

8. Bad Accounts 1.6% 

•. Advertising 0.4% 

10. General Expense 2.7% 



Total Costs 15.8% 



Atf AVERAGE SHOE HOUSE 
(Annual Sales $1,450,700) 

Expressed in dollars and cents the 
table below gives the total cost of doing 
business for an average shoe house 
with sales of over the million mark. 
Note again the high warehouse, freight, 
and packing expense. Loss from bad 
accounts also is indicated to be a heavy 
item of expense in this line. 

1. Selling Expense$65,281.50 or 4.5% 

2. Administrative 

Salaries and 

Wages 37,717.50 or 2.6% 

3. Rent 5,802.80 or 0.4% 

4. Light. Heat, 

and Power. . ^.,405.00 or 0.1% 

5. Warehouse, 

Freight and 

Packing 17,402.40 or 1.2% 

6. Insurance and 

Taxes 5,802.80 or 0.4% 

7. Office Expense 5,802.80 or 0,4% 

8. Bad Accounts 26,107.00 or 1.8% 

9. Advertising.... 5,802.80 or 0.4% 

10. General 

Expense 37,717.50 or 2.6% 

Total Costs. .$208,842.10 or 14.4% 
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WHOLESALE CLOTHING COSTS 
(Annual Sales $500,000 to $1,000,000) 

This table shows average costs for 
clothing wholesalers as indicated by 
investigation. Note that rent is a 
heavy item. This, perhaps, is heavy 
because many clothing wholesalers are 
manufacturers as well, and need larger 
quarters than if engaged in wholesal- 
ing alone. Advertising expense, also, 
apparently is a heavy item. 

1. Selling Expense 5.5% 

2. Administrative Salaries and 

Wages 3.5% 

3. Rent 1.4% 

4. Light, Heat, and Power 0.3% 

5. Warehouse, Freight, and 

Packing 0.4% 

6. Insurance and Taxes 0.4% 

7. Office Expense 0.5% 

8. Bad Accounts 1-0% 

9. Advertising 2.0% 

10. General Expense 1.1% 



Total Costs 16.1% 



AN AVERAGE CLOTHING HOUSE 
(Annual Sales $837,500) 

In an average wholesale clothing 
house with annual sales of $837,500, 
the cost of doing business is about as 
shown in this table. Clothing houses 
usually are comparatively heavy ad- 
vertisers, as you will note. Adver- 
tising, however, apparently has a 
tendency to reduce selling expense, 
investigation indicates. 

1. SellingExpense $46,899.50 or 5.6% 

2. Administrative 

Salaries and 

Wages 28,373.00 or 3.4% 

3. Rent 13,399.50 or 1.6% 

4. Light, Heat, 

and Power. . 1,674.00 or 0.2% 

5. Warehouse, 

Freight, and 

Packing 837.00 or 0.1% 

6. Insurance and 

Taxes 3,348.00 or 0.4% 

7. Office Expense 4,187.50 or 0.5% 

8. Bad Accounts . 13,399.50 or 1.6% 

9. Advertising. . . 20,937.50 or 2.5% 
10. General 

Expense 7,538.00 or .9% 

Total Costs.. .$140,593.50 or 16.8% 



WHOLESALE DRUG COSTS 
(Annual Sales More than $1,000,000) 

Rent apparently is an extremely 
heavy item with drug wholesalers 
throughout the country, investigation 
indicates. Note also that deprecia- 
tion apparently is high, as also is 
interest on the investment, both of 
which are included under general 
expense. 

1. Selling Expense 4.1% 

2. Administrative Salaries and 

Wages 3.8% 

3. Rent 2.0% 

4. Light, Heat, and Power 0.1% 

5. Warehouse, Freight, and 

Packing 0.7% 

6. Insurance and Taxes 0.4% 

7. Office Expense 03% 

8. Bad Accounts 0.6% 

9. Advertising 0.4% 

10. General Expense 2.2% 



Total Costs 14.6% 



AN AVERAGE DRUG HOUSE 
(Annual Sales $1,625,500) 

Itemised here are the expenses in dollars 
and cents as well as in percentages of an 
average wholesale drug house. While 
there is some deviation from the item- 
ised average costs for the entire country 
given in the left hand table, it will be 
noted that the totals of the tables are 
fairly consistent. 

1. SellingExpense$99,155.50 or 6.1% 

2. Administrative 

Salaries and 

Wages 58,518.00 or 

3. Rent 13,004.00 or 

4. light, Heat, 

and Power. . 

5. Warehouse, 

Freight, and 
Packing 

6. Insurance and 

Taxes . . 9,753.00 or 0.6% 

7. Office Expense 6,502.00 or 0.4% 

8. Bad Accounts. 13,004.00 or 0.8% 

9. Advertising 9,753.00 or 0.6% 

10. General 

Expense. . . . 16,255.00 or 1.0% 

Total Costs.. .$234,072.00 or 14.4% 



3.6% 
0.8% 



1,625.50 or 0.1% 



6,502.00 or 0.4% 







WHOLESALE GROCERY COSTS 
(Annual Sales $500,000 to $1,000,000) 

Analyses of the expenses of whole- 
tale grocers scattered from coast to 
coast indicated these average costs of 
doing business. While these costs 
appear low when compared with those 
in some other lines, investigation indi- 
cated that they, also, are steadily 
climbing. 

1. Selling Expense 2.2% 

2. Administrative Salaries and 

Wages 2.2% 

3. Rent 0.6% 

4. Light, Heat, and Power 0.2% 

6. Warehouse, Freight, and 

Packing 0.5% 

6. Insurance and Taxes 0.5% 

7. Office Expense 0.3% 

8. Bad Accounts 0.5% 

9. Advertising 0.4% 

10. General Expense 1.6% 



AN AVERAGE GROCERY HOUSE 
(Annual Sales $500,000) 

Here, in this table of costs for one 
average grooery wholesale house, you 
will note expenses run close to the 
indicated average. " General Expense" 
which includes depreciation, repairs, 
and interest, apparently is an item 
which will stand considerable cutting 
in many houses. 



1. 


Selling Expense $ 6,500.00 or 


1.8% 


2. 


Administrative 
Salaries and 










12,500.00 or 


2.5% 


3. 


Rent 


5,500.00 or 


11% 


4. 


Light, Heat, 








and Power. . 


1,000.00 or 


0.2% 


5. 


Warehouse, 
Freight, and 










2,000.00 or 


0.4% 


6. 


Insurance and 








X cLXGo * • • • « • 


3,000.00 or 


0.6% 


7. 


Office Expense 


1,500.00 or 


0.3% 


8. 


Bad Accounts 


2,500.00 or 


0.5% 


9. 


Advertising. . . . 


2,500.00 or 


0.5% 


10. 


General 








Expense. . . . 


7,000.00 or 


1.4% 



Total Costs 9.0% 



Total Costs. . .$44,000.00 or 8.8% 



WHOLESALE HARDWARE COSTS 
(Annual Sales $500,000 to $1,000,000) 

Indicated average costs for hard- 
ware wholesalers gathered during the 
country-wide investigation involved in 
the preparation of this book are given 
below. Note (1) that salaries and 
wages are higher than those in many 
other lines; (2) that general expense — 
depreciation, repairs, and interest — 
is extremely heavy. 

1. {telling Expense 5.9% 

2. Administrative Salaries and 

Wages 6.2% 

3. Rent 1.2% 

4. Light, Heat, and Power 0.2% 

5. Warehouse, Freight, and 

Packing 0.7% 

6. Insurance and Taxes 0.7% 

7. Office Expense 0.7% 

8. Bad Accounts 0.8% 

9. Advertising 0.3% 

10. General Expense 2.5% 



Total Costs 19.2% 



AN AVERAGE HARDWARE HOUSE 
(Annual Sales $650,000) 

The costs in an average wholesale 
hardware house with gross sales of 
$650,000 annually will probably adhere 
quite closely to the figures given in 
this table. Turnovers in hardware 
are not many, investigation indicates, 
and a comparatively small stock may 
represent a large amount of capital 
invested. 

1. SellingExpense $20, 150.00 or 3.1% 

2. Administrative 

Salaries and 

Wages 33,800.00 or 5.2% 

3. Rent 9,750.00 or 1.5% 

4. Light, Heat, 

and Power. . 650.00 or 0.1% 

5. Warehouse, 

Freight, and 

Packing 5,850.00 or 0.9% 

6. Insurance and 

Taxes 3,900.00 or 0.6% 

7. Office Expense 4,550.00 or 0.7% 

8. Bad Accounts . 12,350.00 or 1.9% 

9. Advertising. . . 2,600.00 or 0.4% 
10. General 

Expense. . . . 24,700.00 or 3.8% 

Total Costs. .$118,300.00 or 18.2% 
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WHOLESALE ELECTRICAL 
GOODS COSTS 

(Annual Sales $500,000 to $1,000,000) 

Below are given the average indicated 
costs of doing business in eleotrical 
goods at wholesale, as learned by in- 
vestigation. Note (1) that warehouse, 
freight and packing expenses are high; 
(2) administrative salaries and wages 
also are heavy. 

1. Selling Expense 5.2% 

2. Administrative Salaries and 

Wages 5.9% 

3. Rent °- 9 % 

4. light. Heat, and Power 0.1% 

5. Warehouse, Freight and 

Packing 1.1' 

6. Insurance and Taxes 0.6* 

7. Office Expense 0.5* 

8. Bad Accounts 1.5* 

9. Advertising 1.5* 

10. General Expense 0.8% 



Total Costs 18.1% 



AN AVERAGE ELECTRICAL 
GOODS HOUSE 

(Annual Sales $632,000) 

Here are costs of doing business for 
an average electrical goods wholesaler. 
Note that the selling expense ran con- 
siderably higher than the indicated 
average for the entire country. How- 
ever, warehouse, freight and packing 
costs are unusually low and the loss 
from bad accounts is comparatively 
small. 

1. SellingExpense $39,816.00 or 6.3% 

2. Administrative 

Salaries and 

Wages 27,176.00 or 4.3% 

3. Rent 6,320.00 or 1.0% 

4. light. Heat, 

and Power. . 632.00 or 0.1% 

5. Warehouse, 

Freight, and 

Packing 3,160.00 or 0.5% 

6. Insurance and 

Taxes 2,528.00 or 0.4* 

7. Office Expense 9,480.00 or 1.5* 

8. Bad Accounts . 5,056.00 or 0.8* 

9. Advertising.... 9,480.00 or 1.5% 
10. General 

Expense. . . . 11,376.00 or 1.8% 

Total Costs. .$115,024.00 or 18.2% 



, WHOLESALE DRY GOODS COSTS 
(Annual Sales $500,000 to $1,000,000) 

These percentages are indicated to be 
the average costs for dry goods houses 
from all parts of the country. In the 
extreme East and West costs appa- 
rently were higher than in the Middle 
West. Note (1) the high charge for 
selling expense; (2) the high advertis- 
ing costs. 

1. SellingExpense 4.q% 

2. Administrative Salaries and 

Wages 1.7% 

3. Rent 1.0% 

4. Light, Heat, and Power 0.4% 

5. Warehouse, Freight, and 

Packing 0.4% 

6. Insurance and Taxes 0.5% 

7. Office Expense 0.3% 

8. Bad Accounts 0.5% 

9. Advertising 1.5% 

10. General Expense 1.6% 



Total Costs 12.8% 



AN AVERAGE DRY GOODS HOUSE 
(Annual Sales $625,700) 

This house is in the Middle West. 
Expense for rent is unusually high as 
the company maintains a well equipped 
building in a large city. Selling expense 
has been held well below average 
because of a comparatively narrow field 
of distribution. 

1. SellingExpense$22,525.20 or 3.6% 

2. Administrative 

Salaries and 

Wages 8,759.80 or 1.4% 

3. Rent 15,692.50 or 2.5% 

4. light, Heat, 

and Power. . 1,877.10 or 0.3% 

5. Warehouse, 

Freight, and 

Packing 3,754.20 or 0.6% 

6. Insurance and 

Taxes 3,128.50 or 0.5% 

7. Office Expense 3,754.20 or 0.6% 

8. Bad. Accounts . 625.70 or 0.1% 

9. Advertising 6,257.00 or 1.0% 

10. General 

Expense. . . . 10,011.20 or 1.6% 

Total Costs. . .$76,385.40 or 12.2% 
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12 NEW SELLING METHODS 

series of years and a tabulation of average sales by lines 
helps to map out the sales territory intelligently and 
gives an intelligent basis for establishing quotas and 
directing the sales force. 

As we have seen, growing competition compelled 
this wholesaler to study new merchandising methods. 
Sales costs had to be reduced. 

His first step was to make a detailed investi- 
gation of the trade in his city and the surrounding 
territory. The salesmen were called in and received 
instructions to make a preliminary investigation in the 
field to determine the possibilities for new business. 
Each man went through his territory classifying the 
retail outlets according to the annual sales, location, the 
type of the patronage, and the nature of the competi- 
tion. All this information was combined into reports 
which were sent into the house (-Figure 3). The re- 
tailer's credit and his methods of buying and keeping 
stock also were checked up by the salesmen and turned 
in to the credit manager. 

The resulting report on each retail concern in the 
field was classified and typed on cards according to the 
retailer's volume of sales and the class of merchandise 
he handled ( Figure 1 ). This plan enabled the whole- 
saler to determine the relative demand for commodities 
in various sections and how much each unit in the sales 
territory could absorb. Some neighborhoods, for ex- 
ample, were found to be heavy consumers of "fancy 
goods," while in others the less expensive lines moved 
more rapidly. 

This simple survey furnished information that pro- 
vided the wholesaler with a N definite line on the pos- 
sibilities of a drive for new business. Then policy of 
intensified selling was adopted. Salesmen who had 
formerly worked the outside territory were brought 
into the limited local field to solicit new accounts and 
to demonstrate the goods. Now, since the consuming 



Report on Dealer Business 



Street City State 



1. How much are his average annual tales? 



2. What percentage of these are sales of our goods? 

3. How long has he handled our fine? 

4. Is his profit on our goods as much as on other goods he handles? 



5. What class of trade does he sell our goods to — rich, medium.or poor, 
or any specific class (like professional persons, etc.)? 

6. Are our goods best sellers for him? 

Name competitive lines he carries in order of demand 

7. What kind of location has he? 

8. Is the store well kept,, stock attractively arranged? 

Does he mark his goods in plain prices or blind figures? 



9. Does he cooperate by displaying our advertising material? 
10. Is his demand for our class of products decreasing or increasing? 

FIGURE 3 — One concern finds out through reports from its 
salesmen just how its goods compare with competitive lines 
in each territory and what the dealer's attitude is toward them. 



._ Amount Annual Sales 

Dealer's Name . 

Class of Merchandise 



isCour 



Street City <=*> <n\ tf A^ State T?X 

1. What percentage of his annual sales isvaur goods? $ § 

2s How long has he handled our line? / ULJL*J\A 




£ 



3. Is his profit on our goods as much as on other goods ~\JjL/Q 
handled? 



if 

4. What class of trade does he sell? t^JL^^T" 



5. Are our goods his best sellers? Competitive lines in 
order of demand. 



yp-\*j«*QoJk*- 



6. Kind of location. CoA/VUt^L. 

7. Arrangement of stock and general appearance of store. t/ ^J /? Q. b - SL »*^" 

Method of marking. /JUr^. ^^MJ^^r^i 

8. How much of our advertising does he use? fliJUL. 

— j - — • 

9. Demand for our goods increasing 

FIGURE A — The information collected on the reports shown in 
Figure 3 is tabulated on cards like this. These cards are classi- 
fied as indicated in the top section. 
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Dealer's Annual Sales Record 




Lines 1 1 


2 


3 


4 


S 


6 












1913 | 






















1914 [ 






















1915 
























1916 








i 
















1917 

























FIGURE 5 — A close check on the annual sales to each of its 
dealers by lines for five years is kept by one concern. 



Report on Local Conditions 



City. 



OlMWm 



l.Whatdwtof people live in thi«loadity«nd what ittbefr source of income? 
(Rich, medium, or poor*) 

2. What important industries are located here? 

3. Are people here mailorder buyers? 

4. What is the number of rural free delivery routes? 

5. Do housewives ask for articles in our line by name or trade-mark? 



6. What kind of advertising is most successful locally— an. offer of ''something 
for nothing;" seasonable articles; bargains; price displays? 



7. Is our product most in demand? Name competitive articles sold in order of 
preference* 

8. Do local dealers have good window trims, store arrangement, special 
features to attract crowds? 

9. Do surrounding crop conditions affect local business? If so, report on crops. 

10. What prices are competitors making to local dealers? 

11. What local advertising is done by competitors? 

12. What is the total number of dealers who sell our class of products? 

13. How many sell our goods? 

14. Estimate the approximate annual consumption of our class of goods locally. 



FIGURE 6 — Before deciding to push any line by an advertising 
campaign in a certain territory one concern studies local condi- 
tions through salesmen's reports similar to this one. 
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OVERCOMING HIGHER COSTS 15 

power of each unit was known through the survey, 
along with the character of the merchandise in demand, 
the wholesaler knew where to push his sales. 

If, for instance, the analysis showed that a certain 
retail unit could absorb 5,000 pounds of coffee a month 
and his sales to it were only 1,500 pounds a month, 
the wholesaler knew that his coffee sales should be 
played up. In the same way he found it easy to check 
on his other lines. 

HOW A CAREFUL FIELD ANALYSIS CUT ONE 
WHOLESALER'S COSTS THE FIRST YEAR 

During the first year this plan was in operation the 
house dispensed with four salesmen, and in the follow- 
ing year two more men were laid off. This resulted 
in saving about $20,000 in selling expense alone. The 
loss on bad debts and the cost of collection was reduced 
more than $4,000. 

"In the outside territory we notified dealers whom 
we had formerly covered that the salesmen would no 
longer call," said this wholesaler. "Then we turned 
to direct advertising as a means of retaining this busi- 
ness. We sent out revised catalogs and new form 
letters, accompanied by price bulletins, to a selected 
mailing list. Some of our old customers wanted us to 
prepay the freight charges. We refused to do this 
and lost their business. This was offset by the city 
sales, which increased 27 % the first year. The analysis 
of our market has enabled us to develop business of 
more desirable quality." 

Here is another account of what market and sales 
analyses did for a business that also was slowing 
down. Although it happens to refer to the grocery 
business, the general principles underlying its success 
can be applied in any line. Not long ago a wholesaler 
noticed that his sales were falling off and operating 
costs were rising. 



16 NEW SELLING METHODS 

He listed all of his customers alphabetically in a 
card index and checked the amount of their annual 
purchases for each year for five years back (Figure 5). 
This showed at a glance the customers whose pur- 
chases had steadily grown, as well as those whose 
buying had diminished. It also revealed the number 
of new customers and closed accounts. It took less 
than a month to get this information out of the ledgers, 
and once it was compiled alphabetically by sales 
districts and laid before him, the wholesaler had a 
strong foundation upon which to work. 

The next step was to call in the 16 salesmen. Each 
man was instructed to investigate conditions in his 
own territory. The house suggested a list of questions 
to facilitate this task (Figure- 6), such as the nature 
of competition, the number of retailers, their buying 
habits, and the goods that moved most rapidly with 
them. 

After the salesmen had brought in their reports, the 
wholesaler incorporated this field information right 
in the card index. Then he prepared a map of the 
territory (Pigttre-7), showing where sharp declines 
had developed and where sales showed an increase. 
The salesmen were again called into a conference, 
and this time the wholesaler pointed out on the map 
that on the main transportation lines leading out of 
the distributing center competition had appeared about 
every 30 miles, while five years before competitors 
were more than 50 miles apart and widely scattered. 

Some of the towns in the territory specialized on 
agriculture, others on industry. The sales figures 
showed that some of the salesmen had too much 
territory, others not enough. No effort had ever been 
made to set sales standards according to the detailed 
characteristics of the market. Merchandise that 
went strong in the mining towns was slow in the 
farming towns, and the reverse was also true. 




FIGURE 7 — To find out where sales were falling off, a wholesaler 

blocked out on a map the extent to which sales in the various 

I, met, were likely or unlikely to meet, or fell 

below the set quotas. 
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THE PEAKS IN 18 LIKES 
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FIGURE S — This chart allows the months which, in vestigation 

indicated, are the busy seasons in a number of the most important 

wholesale tines. Specific types of business within these lines will 

probably show variations from the general trend. 
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OVERCOMING HIGHER COSTS 19 

To secure more uniform distribution, this whole- 
saler tabulated his sales over a period of a year. He 
arranged this tabulation so that it showed, for ex- 
ample, how the staples like sugar, flour and soap 
were moving and what brands seemed most popular; 
how bottled and package goods sold in relation to the 
bulk merchandise, and how tea, coffee and spices 
sold and the quality of these lines that had the biggest 
call. The same scrutiny was given to the other mer- 
chandise items, so that the wholesaler knew exactly 
the varied requirements of the customers in his ter- 
ritory. 

CLASSIFICATION OF SALES BY LINES REVEALED THE SLOW 
MOVING ITEMS IN EACH TERRITORY 

The various retail units of the territory were then 
mapped out on a different basis. In the spots tvhere 
sales appeared very heavy, for instance, the territory 
was cut down and the units where sales were thin 
were correspondingly enlarged. The salesmen were 
then given their new territories under this arrangement. 

A series of 26 weekly meetings for the salesmen 
was the next step in the plan. At these meetings the 
general manager passed around mimeographed bul- 
letins containing lists of the different items sold by 
the house, with the prevailing prices. The condition 
of the general market on each line was discussed and 
the men were instructed how to handle the sales. 

"Go easy on this line of soap and be on the de- 
fensive in selling sugar," are phrases in one bulletin 
from the manager's directions that went with his 
careful study of the trade. "Take sugar orders only 
when you have to. We have a fair supply on hand 
now, but prices are sure to go much higher and we 
prefer not to fill many big orders. 

"Now, as for this soap, the price was boosted on 
us almost without warning. We have just enough 



20 NEW SELLING METHODS 

on hand to handle the immediate requirements. We 
have arranged to take on another line of soap, a west- 
ern line, and since it is a little cheaper, push it hard. 
You can back it up with our guarantee because we 
are satisfied as to its quality.' 9 

Inspired by these weekly talks and reinforced by 
the information in the bulletins which foreshadowed 
probable market movements in the various commodi- 
ties, the men were better prepared to advise the 
retailers how and when to buy. 

After this plan had been in operation a year, the 
wholesaler knew definitely the volume and charac- 
ter of the business to be expected. He was able to 
buy more effectively and more economically because 
he knew what his territory wanted. The rate of 
turnover therefore was accelerated and the danger 
of taking on slow-moving lines lessened. The actual 
annual sale of coffee, for example, as compared with 
the absorptive power of the territory as shown in the 
reports brought in by the salesmen during the in- 
vestigation, indicated how this particular department 
had developed during the year. The same worth-while 
comparisons were obtained in the other departments. 

Since this wholesaler carefully measured the de- 
mand for his goods, learned the population and the 
area of his possible market through the salesmen's 
reports, and the amount of competition, he knew 
roughly how many salesmen he could employ profitably. 

After the territory had been divided so that the 
ideal sales volume could be most nearly approached, 
the wholesaler decided the number of times it was 
advisable to have each possible customer called 
upon during a given period. In the thickly settled 
units of the territory where the merchandise sold 
rapidly, for instance, the salesmen called once a 
week, while in the more extensive and sparsely 
populated units the men called every two weeks. 



OVERCOMING HIGHER COSTS 21 

The final step was the setting of an accurate sales 
quota for each man. Comparing sales over the previous 
year with the existing conditions in the territory, as 
brought out by his analysis, the wholesaler found it 
more practicable to set up a really attainable sales 
standard which the salesman had to meet or, preferably, 
surpass. Thus a slump in any unit of the territory 
could be detected quickly and pressure could readily 
be exerted on lines that seemed slow to move. 

Thenrt«(ty^produced ^another- vital and beneficial 
resting ~" Tifr fi many others thin whnlnnnlrr tfnrf not 
de partmentalized ^^ 

o>3u3 XVII^ and 

without this type of classification"^ "was difficult for 
him to tell the exact profit or Ibss on any particular 
line. The analysis, however, enabled Kim to separate 
the different lines arid at the end of the year he knew 
the profit or loss on each. 

"This analysis was chiefly instrumental in increas- 
ing our sales about 25% in a year," said this whole- 
saler, "and it put the spotlight on some of the un- 
profitable lines. We reduced this slow stock and 
thus speeded up the rate of turnover. Another im- 
portant advantage was the fact that we were better 
able to gage our demand. We learned the quality 
of merchandise required in different sections and 
consequently our supplies were selected with more 
discrimination. Our buying was stabilized and losses 
resulting from "hit or miss" purchasing were almost 
entirely wiped out." 

These experiences indicate the value of making a 
thorough going analysis of your sales problem. The 
investigation made by the Bureau of Business Stand- 
ards among wholesalers indicated that the markedly 
successful wholesaler in any line determines all the 
elements that enter into his sales problem, obtains 
all the facts within reach bearing on each element, and 
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adjusts these facts with his distribution policies 
according to a logical effort to assure a profit. 

An analysis of the business of each retailer who is 
a customer of the house is only a part of the work of 
analyzing the sales problem. Sectional differences, 
intensified by competition and improved transporta- 
tion facilities, have served to bring wholesalers to a 
stronger realization of the importance of uniform and 
consistent distribution. 

Investigations made by the Bureau from time to 
time have helped to define more clearly the u peaks" 
in the various wholesale and manufacturing lines. 
^ Eighi e en of frh c a e mo alio mi in Figure 8. Every one 
of these lines is characterized by buying habits peculiar 
to that particular line. Variations of these habits 
doubtless exist in the trade of every concern in any 
line. Only a definite, "down to bed rock" analysis will 
bring them to the light, in order that they may form 
the starting point for organizing a sales campaign^j^ 

Thus, to summarize in a few words, the meat of 4Wb 
At** chapte r, an analysis of the sales problem is essential 
** when it comes to fighting for new business that will 
help overcome the rising costs. An accurate knowledge 
of the market is fundamental to right buying and 
right selling. We must know our market in order 
to advertise intelligently and profitably. Unless our 
sales problem is thoroughly understood, we cannot 
build up a selling force that will continue to bring 
in a steadily increasing volume of profitable business. 



CHAPTER III 
IS THEEE A ONE BEST WAY TO PAY SALESMEN? 

HOW much does the wholesale salesman cost his 
house and how much should he be paid? The 
major expense of selling in the leading whole- 
sale lines normally is traceable to the salesmen because 
the principal means of creating new business in nearly 
all lines is still through personal contact with the trade. 
Although advertising was found to be an item of in- 
creasing cost, in most lines heavier expenditure for 
publicity usually was accompanied by a proportionate 
decrease in the cost of the personal selling force. 

Here are a few interesting general points to indicate 
the importance of the sales expense in the cost of do- 
ing business at wholesale. 

Figures obtained from 54 middle western grocery- 
houses employing 480 salesmen, showed 25 pay on 
a straight salary basis and 29 pay a commission 
on sales. One house, for instance, pays its men the 
same salary as the preceding year, with a bonus of 1 % 
over a certain amount of net sales after deducting losses 
on bad accounts from total sales. Another house pays 
a straight salary based on 1% commission on gross 
sales. , 

Some houses pay a straight salary, but allow a special 
bonus after the result of the year's work is known, tak- 
ing into consideration location of territory, intelli- 
gence of effort, classes of goods sold, and other ele- 
ments. This arrangement amounts to nearly the same 
as the payments of a percentage of the profits. 

One house reported that it expected a basis of $60,000 
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sales for a salary of $20 a week, with 2% commission 
on all over $60,000, the house paying all expenses. 

On page 25 you will find some very valuable de- 
tailed figures showing just what the wholesale salesman 
does cost his house. Besides making these figures 
possible the investigation made among wholesalers by 
the Bureau of Business Standards also revealed the 
methods by which progressive wholesalers get better 
results from the expenditures they represent by care- 
fully selecting methods of compensating salesmen. 

Among their plans for compensating salesmen unusu- 
ally wisely are these general ones: (1) bonuses, (2) 
point systems, (3) contests and cash prizes, and (4) 
a percentage of profits. Carefully worked out forms 
for recording traveling expenses also have been effect- 
ive in aiding wholesalers to hold sales compensation 
to normal levels. Plans for generally developing the 
sales force and ways to fix sales quotas — subjects very 
closely allied to the one taken up in this chapter — are 
described in Chapters IV and V. The ordinary meth- 
ods of paying on a commission or a salary basis are 
matters of everyday knowledge and not included in 
detail. 

To consider our first plan — giving bonuses — then 
suppose, for example, one of this sales manager's men 
is handling merchandise costing 90 cents a box and 
selling at an average price of $1, and that, besides 
his salary, the salesman receives a commission of 2% 
on his gross sales. If he sells 10,000 boxes, the firm re- 
ceives $10,000, from which must be deducted $9,000 
for the cost and $200 for the salesman's commission, 
leaving the house a net profit of $800, or 8% on sales. 

Now if this salesman can sell 12,000 boxes by cutting 
the price to 95 cents, it will bring his sales up to $11,400, 
and he earns a commission of $228. But what happens 
to the firm? It receives $11,400, from which must be 
deducted $10,800 for the cost of the boxes and $228 for 
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SELLING EXPENSE 
(Salesmen's Salaries, Traveling Expenses, and Commissions) 

Investigation brought out sharply the fact thai the methods employed in 
the different wholesale lines vitally influence the sales expense. In some 
wholesale shoe houses, for example, salesmen are largely used to sett 
, direct to the trade. Those houses, it was found, often supplemented the 
efforts of the sales force with a great deal of direct advertising. The personal 
sales expense in houses of this kind often runs over 6%. On the other 
hand, the wholesaler who manufactures part of his product and sells 
directly to exclusive agencies or to jobbers frequently is able to shift con- 
I siderable of the personal setting expense. Development of the syndicated 
' lines among the wholesale druggists has served in various sections to narrow 
the territory and consequently to reduce the selling costs. In the large 
dry goods houses setting costs varied widely, owing to the number of textile 
lines handled by the individual houses. Many of these were manufacturers 
also. Setting expense in wholesale grocery houses is indicated to be 
much higher than in the houses whose sales run between 9600,000 and 
$1,000,000, probably because of the wider territory covered and the growing 
tendency of the large houses to engage in extensive advertising cam' 
paigns to promote their private brands. Setting expense in houses whose 
sales run under $600,000 is indicated to run much lower, for, as in- 
vestigation showed, this type of wholesaler usually confines his sales 
almost entirely to neighborhood limits. 



(Firms with Sales of Over $1,000,000) 

Indicated Indicated 

Line Typical Attainable 

Costs Costs 

Groceries 3.1% 2.5% 

Clothing 6.0% 5.2% 

Hardware. 6.4% 4.0% 

Shoes 4.9% 4.0% 

Drugs 4.1% 3.5% 

(Firms with Annual Sales of $500,000 to $1,000,000) 

Indicated Indicated 

Line Typical Attainable 

Costs Costs 

Groceries 2.2% 1.8% 

Clothing 5.5% 4.5% 

Hardware 5.9% 3.6% 

Electrical Goods 5.2% 3.9% 

Dry Goods 4.9% 4.5% 

(Firms with Annual Sales of Less than $500,000) 

Indicated Indicated 

Line Typical Attainable 

Costs Costs 

Groceries 1.7% 1.4% 

Hardware 4.2% 3.8% 

Electrical Goods 4.6% 4.0% 

25 
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FIGURE 9 — An accurate daily comparison of sales with e 
for each salesman is possible in one wholesale house by use of 
this double card form (the halves of which can be torn apart to 
file). It can be folded on the dotted line to envelop sue. 
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the salesman's commission, leaving it a net profit of 
$372, or only 3.2 % on this man's sales. Thus, we see 
that about one third of the profit is sacrificed in this 
instance in order that the salesman may add $28 to 
his income. 

To overcome the tendency to cut prices, this sales 
manager marks each of his men on the degree of the 
following characteristics exhibited : aggressiveness, 
tact, ingenuity. 

Bonuses are then paid directly in proportion to the 
extent each man approaches a standard of 100%. 
Since the salesman knows that he is under daily ob- 
servation, he avoids practices that might cut the prof- 
its of the house. To illustrate : Among the month's 
orders of one salesman is 1,000 boxes of merchandise 
at $1 a box. Assuming that his commission under 
the ordinary system is 1.5% of sales, he receives $15. 
Under the new system he is paid 2% or $20, and this 
is multiplied by his quality percentage. If he has 
achieved a mark of 90% in meeting the established 
ideals of the house, then he would receive 90% of 
$20, or $18, in addition to the 2% commission. 

A wholesale house in the Middle West employing 
the bonus plan finds that its salesmen are more con- 
tented and less migratory. A bonus amounting to 
5% of the salesman's annual salary is paid semi- 
annually, providing the salesman establishes increases 
in sales amounting to as much or more than the average 
increase of the entire sales force for the year. 

If there were 10 salesmen, for example, and their 
aggregate increases amounted to $100,000 for the year, 
those having an increase of $10,000, the average, or 
more, would receive bonuses. Therefore, if John 
Adams drew a salary of $5,000 a year he would receive 
$250 as a bonus the first six months and $250 at the 
end of the year, or $500 in all. 

The use of the second plan — the point system — 
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in connection with the payment of a bonus, appar- 
ently brings satisfactory results in many houses. 
A wholesale house in the Middle West, for example, 
has been able to keep its working force practically 
intact for the past five years by applying the point 
method. This eliminates the loss caused by breaking 
in new men, and it has a further advantage in deter- 
mining the comparative difficulty of selling various 
products in the line. 

After finding out how quickly an article moves, for 
instance, a certain number of points are allotted by 
the house. A product that sells slowly receives fewer 
points, and so on. A salesman getting $40 a wefck, 
for example, is required to sell an amount equivalent 
to 10,000 points; a man earning $50 a week is required 
to sell 12,500 points, and so on. Over that amount 
he receives a bonus. 

A SALES CONTEST THAT INCREASED THE SALE OF SLOW- 
MOVING ITEMS FOR ONE FIRM 

The point system, besides acting as an effective 
record of sales, aids also in eliminating roundabout 
prospect hunting by providing the sales manager with 
definite and accurate data of the quantities that dif- 
ferent units of the territory will absorb. It also makes 
it possible to send the right number of salesmen straight 
into the territory where the consumption of the goods 
is practically predetermined by the points. 

In some sections of the country wholesalers have 
held contests and distributed cash prizes with fine 
results. This plan — the third of the four plans — 
was adopted by a distributor of foodstuffs in the 
Middle West, for instance, who discovered a tendency 
among the salesmen to push some lines and disregard 
others. It was difficult, therefore, to maintain con- 
sistent selling of the entire line. 

He offered a prize to the salesman maintaining the 
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best record throughout the period covered by the 
contest. Four other prizes also were given to those 
ranging next in order, and then prizes were distributed 
at the end of each period. 

Fifty dollars was given to the salesman making the 
best record, figures in volume, for all lines. Seventy- 
five dollars was given to the branch house showing 
the best percentage of sales' increase over the same 
period in the preceding year. This was divided into 
two prizes, $50 and $25, going to the two salesmen mak- 
ing the best records. 

In picking out the winner of the first prize the 
company took into consideration the volume of his 
specialty sales and the distribution secured through 
him. When the contest was over, it was found that the 
sales force was much better organized. At the be- 
ginning of the contest approximately 58% of the sales 
force was selling the full line. The contest raised that 
mark to 77%. Ratings of salesmen now are published 
regularly on bulletins and the branch houses steadily 
are obtaining wider distribution. 

Another sales manager has increased sales by con- 
tests of various sorts. Each year he lias a "marathon 
run." It starts on January 1, and ends on December 1. 
Each month he publishes the standing of the "run- 
ners" and at the end of the year presents the winners 
with suitable emblems and prizes. The excitement at 
the finish, he says, is remarkable, and during the 
last few days a flood of telegraph orders bears silent 
testimony to the keenness of the struggle. This con- 
test is so regulated that every salesman, the inexperi- 
enced man, as well as the man who had been with the 
house for years, has fair fighting chance to win. 
The best "runners," of course, are the salesmen pro- 
ducing the most business. 

Compensation based on a percentage of the profits — 
the fourth of the plans — has a wide range of usage, 
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investigation revealed. City trade, for instance, evi- 
dently pays from 20% to 40%, the larger amount in 
the larger cities. A common rate in the country is 
30%; some, however, go as high as 50%. These varia- 
tions are doubtless due to differences in territory, 
difficulties of sales, abilities of salesmen, and other 
causes. 

A contract used by one of the larger houses pro- 
vides, among other details, that the salesman is to 
be furnished with the cost price, shall make prompt 
collections, and is chargeable with a specified per- 
centage of all irregular discounts, prepaid freights, 
allowances, or rebates. 

It was mentioned that in addition to the four plans, 
traveling expenses offered an attractive channel through 
which to guide the direct sales cost to better results. 

HOW EXPENSE FORMS OFTEN HELP TO CUT DOWN 
SALESMEN'S TRAVELING COSTS 

A wholesale house employing salesmen on a salary 
and commission basis has devised, for example, a 
simple form (Figure 9) that is a combination sales and 
expense report. This saves the time of the salesman, 
reduces stationery costs, and also assures daily re- 
ports, which were obtained only with difficulty be- 
fore because of the detailed work necessary in making 
them out. The form used now consists of two at- 
tached cards the size of an ordinary postal card, semi- 
perforated at the line of attachment so that it can 
be folded once and placed in an ordinary sized en- 
velop and mailed to the house. 

By comparing the cards with information kept 
in a card index, the sales manager is able to keep 
an accurate check on the sales and expenses of each 
salesman. 

Another form that serves two purposes effectively 
is used by one wholesale house. This form (Figures 10 
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FIGURES 10 and 11 — Sending in three reports in one is accom- 
plished by a compact card form used by one house. This pro- 
vides space for daily expenses, and a summary for the week. 
On the reverse side (bottom) goes the expense accounts. 
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FIGURES 12 and 13 — Expense* for on entire week can be re- 
corded in this little vest pocket book (insert). Salesmen for a 
clothing house whose principal items of expense are for railroad 
fare and hotel bills use a simple expense form as indicated. 
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and 11) is the result of many years' experience in 
handling salesmen. Besides providing space for a 
daily account of expenditures, it allows, also, for a 
recapitulation, a statement of the cash account, and 
space for the designation of the time that is charged 
to the general salesman. 

On the reverse side of the card is space for any 
remarks in connection with the expenses and space 
for the acknowledgment of the price bulletins that 
are sent out daily. These reports are turned in every 
week and promptly checked. If it is found that the 
salesman has missed one of the bulletins, it is sent 
forward at once. When it is folded this form will 
fit into the pocket, and it is folded in a manner that 
will reveal at a glance the total expenses for the week. 

A VEST POCKET RECORD THAT GIVES A DAILY AND 
WEEKLY SUMMARY OF SALESMEN'S EXPENSES 

By making expense forms as small and compact 
as possible, many wholesalers find that they are more 
satisfactory to the salesmen and are checked and 
filed with less effort in the house. One man uses a 
neat form small enough to fit into the vest pocket, 
which opens from the ends. This form (Figure 12) 
provides a complete record of cash and expenses of 
each day in the week without turning over the pages. 
The weekly total foots in directly below "Saturday,"* 
but on the inside of the back cover. This back cover 
carries a cash summary as well as an expense summary. 
These expense reports are turned into the house each 
week. 

Another style of expense form in which the railroad 
and hotel expense appear to form the main elements 
is shown in Figure 13. The house using this form sends 
all expense checks to its salesmen every two weeks. 
These salesmen make only the big towns and as a 
rule the experience of the house is that the expenses 
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outside of railroad and hotels are merely incidental, 
and the form has been prepared accordingly. The 
reverse side of the form provides for a summary of 
the expenditures. 

So much for the four plans and the related subject 
of expense accounts. Additional material on the 
general subject will be found in Chapters IV and V. 
It is impossible to lay down general rules, but with 
the definite cost standards given in this chapter to 
guide you, and the additional data contained in the 
other chapters at hand, you probably will be able to . 
work to just the results you want. 



CHAPTER IV 
FIXING PROFITABLE SALES QUOTAS THAT STIMULATE 

WHEN a new man took charge of sales for one 
concern he made an investigation of the 
total amount of business possible in each sales- 
man's territory. This total he compared to the sales 
men's reports of the amount of business possible in 
each territory, with the result that new sales quotas 
were adopted which increased the total volume from 
40 % to 50 % without going into new fields. 

This survey was made by special investigators and 
included territories from which the salesmen had re- 
ported previously that the firm was getting all the 
business possible. 

In one city, for example, the salesman covering the 
territory reported that the concern already had 0.9 
of the possible sales and 50% of all sales. He said 
that the firm's three strongest rivals had 0.8 of the 
rest and that the remainder went to a few local deal- 
ers. This report was made in the best of faith by a 
veteran salesman, admittedly superior to those of 
any competitor covering the city. 

The investigation by the new manager showed 
that there were 27 grade A firms, 44 grade B firms, 
and 78 grade C firms in the city that were possible 
customers for this concern's product. The grades 
A, B, and C roughly indicated the ratings of the 
various firms, for the firms were graded on their 
financial rating. Of these, 25 of the grade A firms, 
6 of the grade B firms, and 2 of the grade C firms were 
listed as buyers. 

35 
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This investigation showed clearly that the star 
salesman had been regarding only the larger firms as 
possible customers. He had not considered the 
smaller firms as worth spending time on. 

As a result of the investigation the sales man- 
ager sent two additional salesmen into the territory. 
The man selected to work the grade B group was the 
" mixer" type — a man with a pleasing personality, 
but by no means the equal of the regular salesman 
when it came to solving problems such as maintaining 
prices or securing dealers' cooperation. 

The second salesman, who was to cover the grade 
C firms was a "plugger." His persistence in going 
after small sales made up for some other deficiencies. 

These two men were kept in the city for two weeks. 
Three months later they spent another two weeks there 
and five months later, one week. 

At the end of this period the sales record showed 
that of the 27 grade A firms, 26 were listed as buyers. 
In the grade B class 30 of the possible 44 had be- 
come customers and in the grade C class 47 of the 
possible 78 were on the company's books. The total 
volume of sales in this city had increased nearly 50% 
with an additional sales cost of only $760. This 
experience taught the sales manager not to depend 
on salesmen's reports for fixing quotas. 

This investigation was comparatively simple as 
it took into consideration only the possible outlets 
for the goods. But wholesalers everywhere, investi- 
gation showed, are making closer studies of their 
territory in order to fix more effective sales quotas. 

Among the factors considered in making these 
studies are the type of the population, the average 
buying power per capita, the type of the local in- 
dustries, the type of retail stores, the transportation 
facilities, and the competition. 

How many other successful firms have studied and 
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Cost of 
* Line Doing Busin 

Jewelry 18.2% 

Millinery 19% to 25% 

Glassware 25% to 28% 

Lace 18% to 28% 

Approximate total costs of doing business for four lines are given 
here. Individual houses may find their costs varying considerably from 
these figures as the class of goods handled within each line, the location 
and the extent of the territory covered have a decided influence on the 

cost of doing business. 



solved this problem of how much the territory can 
absorb in the fight for higher sales quotas without 
greatly increased selling expense is described in the 
pages that follow. 

USING COMPETITORS' SALES AS A BASIS FOR SETTING 
QUOTAS KEEPS ONE CONCERN LEADING 

One wholesale house analyzes the territory of 
each salesman to find out just what competitors 
are doing in the field. The sales quotas are based 
on the results of the investigation. 

This analysis is made largely through the salesmen's 
reports. Each man is required to notice the other 
brands of goods each dealer carries and to find out, 
if possible, how rapidly they are moving. Occasionally 
these reports (Figure 14) are supplemented by per- 
sonal investigations on the part of the sales manager 
or by someone from his office. 

"It is really not necessary for us to set sales quotas," 
says this man, "for all our salesmen are on a com- 
mission basis and they naturally work hard to secure 
the largest possible sales. However, we set a standard 
for a territory which is a little higher than the esti- 
mated sales of our nearest competitor. For example, 
if the reports tinned in by the salesmen show that 
our nearest competitor is selling about $10,000 worth 
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FIGURE 14 — One concern keeps s dose watch on competition 

in each salesman's territory by means of report! on the number 

of brands each dealer carries and their comparative standing. 
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FIGURE 15 — This is not a puzzle. It is a tabulation of sales 
on a card which can be run through a tabulating machine. 
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of goods in a certain territory we set a tentative 
standard 10% higher than this. This is really a 
minimum standard, but as the men work on com- 
mission, there is no danger of their stopping there. 

"If a salesman cannot reach our quota some change 
is made. Sometimes an exchange of territories will 
solve the difficulty. A salesman sometimes goes 
'stale' on his territory. That is, he gets so accus- 
tomed to selling a certain group of dealers that he 
overlooks opportunities for new business. Or, pos- 
sibly, he finds a class of dealers it is difficult for him 
to sell. A shifting of territories often brings a sales- 
man with a fresh point of view into the field and he 
often can develop new business. Such a change 
recently resulted in an increase of sales of nearly 
15% on the part of both men involved." 

One house handling a nationally known line of 
clothing bases its sales quotas on the total average 
increase of all the salesmen for the previous year. 
This house has a large sales force. If the average 
increase of all the men during one year was 15% 
over the previous year the house would expect this 
rate of increase from each of its men the next season. 

Another concern arranges its 66 sales territories 
in order of population. Sales in each territory for 
each month are arranged in order from highest to 
lowest. The company believes the territory with 
the largest population should have the largest sales, 
and has worked out what it considers to be a reason- 
able percentage of sales based on population. By 
comparing the monthly sales by territories with the 
population figures the company is able to judge the 
work of the men in each territory. 

One wholesaler, who also manufactures several of 
the items he carries, first made a study of his sales- 
men's likes and dislikes as a means of getting the 
most from a given territory. This man is a national 
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distributor and sells to both jobbers and dealers. 

His first step was to organize the order-handling 
system so that a record of each item sold by each 
man could be transferred to a tabulating card (Figure 
15). On this card are recorded also the date of the 
sale, invoice number, salesman's name, state or 
territory the sale was made in, class of trade sold 
(whether jobber or dealer), size of package, article 
sold, quantity sold, selling price, amount of sale, 
cost of goods sold, allowances or deductions, and 
the shipping point — that is, in his case, from which 
of the branches the goods were shipped. 

These cards were then run through the tabulating 
machine and the detailed work of each salesman 
showed up plainly. Previous to this analysis each 
salesman had an entire state or territory to himself. 
After the sales had been tabulated for four months 
the results were compared with the United States 
census statistics showing the number of jobbers and 
dealers in each territory. 

In one state, for example, the results showed the 
house was doing one seventh of the business with 
jobbers that it was getting from a neighboring state 
and yet the statistics showed the first state had 
four times the number of jobbers the second had. 

In the first territory the salesman was a man who 
had grown gray in the service of the company. He 
liked to sell to smaller dealers and could not or would 
not talk to jobbers. The man in the second territory 
was young and full of enthusiasm. He regarded the 
dealers as too small to bother with and went after 
the big orders only. From the viewpoint of the house 
much trade was being lost in each territory. 

Both men were called in and the situation explained 
to them. Their cooperation was secured and the 
first man was sent out with instructions to devote 
his entire time to dealers, the class of trade he liked. 
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The second was limited to the jobbing trade. Four 
new men were hired to cover the jobbing trade in the 
first state and two men to visit the dealers in the 
second. The end of the year showed $50,000 worth 
of additional business from these states. 

The most pleasing feature was the fact that the 
sales of the first two salesmen increased 35% be- 
cause they were on the class of work they liked. 

From this analysis also developed the idea of cut- 
ting down the size of the territories, working them 
more intensively, and arranging the quotas accordingly. 
On this basis a unit territory was evolved and the 
amount each man should sell to jobbers and dealers 
determined. 

In establishing the figures the census statistics, 
the topography of the country, the transportation 
facilities, and the density of population were consid- 
ered, as well as the result of the analysis of each 
salesman's work. 

WHAT HAPPENED WHEN ONE WHOLESALER CUT DOWN 
HIS SALESMEN'S TERRITORIES 

With this scientific basis for alloting territories 
and establishing quotas the sales manager was able 
to prove to Williams, for example, that he had too 
much or too little territory by showing him how his 
results compared with Tucker's, who was working a 
smaller territory and getting much better results 
proportionately. 

In several instances it was found possible to cut 
down territories and yet to see that the men reached 
higher quotas than ever before. They got down to 
the trade, knew just what the customer wanted, 
lost less time on trains, and by locating their homes 
at central points in their territory they were able 
to go home every week end and start fresh after a 
day or two of rest. 
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The men with this house are paid on a salary basis 
and the new records enabled the sales manager for 
the first time to base each man's quota and wages 
on his real value. Heretofore, salaries were based 
on the volume of sales. Now they are based on the 
net profit on each man's sales. Selling an extensive 
line of articles showing varying percentages or profit, 
it was found impossible in fairness to the men or to 
the house to determine the quota showing the value of 
salesmen from the volume of their sales. The method 
now used, however, is considered fair. 

The house handles many articles and formerly 
the practice invariably was to allow each man to 
handle the entire line under his quota. A tabulation 
of each individual's sales by the amount of business 
done on each article proved that the average man 
concentrated on about six of the articles he was sup- 
posed to sell and neglected the balance. This was 
remedied by telling each man just what some other 
man was doing with the specialties he was neglecting. 
The spirit of competition generally was enough to 
make the salesman devote more time to the neglected 
lines. Sometimes, when business apparently war- 
ranted it, another man was put into the territory 
to push some of the specialties. 

One firm believes it should sell 15% of the popu- 
lation when opening a new territory and this is the 
quota set. With this basis established quotas for 
the following months are based on previous sales. 

In another house an exact record is kept of the 
number of retail stores in each territory that handle 
the firm's line. Records of previous years' sales are 
used to indicate the average annual purchase. This 
figure is combined with the estimated per capita 
consumption in each territory and the average is 
taken as a possible quota for sales for the coming 
year. The salesmen for this house work on a com- 
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mission and receive a bonus for exceeding their quota. 
Right methods of establishing quotas that indicate 
just what the sales in any territory should be are of 
great value in increasing sales, according to many 
wholesalers. While it is more difficult to determine 
this accurately in a wholesale house than in a manu- 
facturing plant, owing to the variety of goods car- 
ried, some wholesalers have found that by a close 
study of the possibilities of a territory and then by 
setting an attainable mark for the salesmen, sales 
and profits have grown. A fair sales quota, these 
men say, brings added profits both to the salesmen 
and to the house. 



CHAPTER V 

GETTING THE SALES FORCE READY 
TO GO "OVER THE TOP" 

EIGHTEEN months after leaving high school a 
salesman for a western wholesale house was 
selling an average of $10,000 worth of goods a 
month. He had "made good" at the end of three 
months, and at the end of a year had begun calling 
on the highest class of trade in his city. 

"Without our course of special training," said the 
sales manager in telling the story, "this young man 
would probably have been unable to cope with the 
older and more experienced representatives of com- 
peting houses. His education in the house armed 
him with a knowledge of salesmanship and a familiarity 
with woolens, fabrics, and styles." 

Courses of special instruction of this sort are only 
one of many methods wholesalers use to develop their 
sales forces. These methods amount to the intensive 
training given to troops in preparation to going 
"over the top." Special ways to stimulate through 
wisely selected compensation plans are described in 
Chapters III and IV. The Bureau of Business Stand- 
ards' investigation among wholesalers indicated a 
rather general concentration on methods including 
these five: (1) "chalk talks" or lectures for sales- 
men; (2) salesmen's clubs; (3) charts of each sales- 
man's work; (4) fitting the salesman more clearly to 
his customers and his territory; and, (5) a system of 
daily reports which aids the sales manager in devel- 
oping his field. 
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For three months before they are sent out to get 
business, the salesmen of the clothing house mentioned 
in the first paragraph receive daily instructions from 
the sales manager in the principles of salesmanship, 
special selling methods, style features of the merchan- , 
dise, and the production capacity of the house. This \ 
instruction is accompanied by a period of practical 
work in the house and informal talks by department 
heads on the functions of the different branches of 
the business. Comparisons with other lines are made 
and questions are solicited from the "junior" sales- 
men and are answered by the executives. 

The inexperienced salesmen are required to spend 
a certain amount of time in the shops and woolen 
departments, studying the construction of the articles 
they later will sell. 

After this probationary period of training, the new 
salesmen make several trips with an experienced 
salesman before they are allowed to work alone. 

A shoe concern follows a similar plan in helping its 
salesmen, but makes it a rule to employ only high 
class, well trained men at the outset. The first plan 
mentioned, that of giving "chalk talks'' at salesmen 
meetings, has been found effective in strengthening 
this class of salesmen when given once in a while. 
Weak men occasionally find their way into the organi- 
zation, however, and to them "chalk talks" are given 
twice a week by the sales manager who illustrates 
the main points of his lectures by figures and graphs 
on a blackboard which incidentally explains the 
origin of the name "chalk talks." Talks to the older 
and more experienced salesmen are given about once 
a month. Occasionally the standings of the men 
are recorded on bulletins. 

A second plan which has helped to build up the 
sales force in many wholesale houses is the organiza- 
tion of salesmen's clubs. The salesmen for one cloth- 
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ing concern have organized a club which meets each 
week. Business experiences on the road are discussed 
and resulting suggestions are incorporated in the 
minutes, which go to the sales manager and other 
executives. The executives also meet each week 
and in these conferences the minutes of the salesmen's 
group meetiAgs are found valuable in analyzing the 
territory. The club meetings have developed a spirit 
of cooperation and enthusiasm which has manifested 
itself in an increased volume of sales. 

SALES CHARTS THAT SHOW HOW EACH SALESMAN CAN 
INCREASE HIS "BATTING AVERAGE" 

The third of the five methods used to spur the 
salesmen on to greater endeavor is to put each man's 
sales in graphic form. By placing before the sales- 
men pictures of results of individual work, one whole- 
saler operating in the Middle West aided the develop- 
ment of the whole force with a series of charts showing 
the relative standing of each man. These charts, 
which are designed as ladders, bring out distinctly 
the weak points and strong points of the organization 
as well as of the individual. 

With one chart (Figure 16) the sales manager showed 
a comparison of the salesman's volume of sales with 
profit earned by the house and at the same time 
(by use of encircled numbers) the relative size of 
his expense account for the year. The charts show 
at a glance how sales and profits balance and enable 
the wholesaler to determine whether a salesman is 
pushing profitable lines. 

It will be observed that Smith, the fourth man in 
sales, has dropped to sixth in profits. This man is at 
the bottom of the laundry soap ladder (Figure 17) 
although selling the largest number of cases of goods 
is the lowest profit producer. As handling soap is 
often rather unprofitable, the reason for the drop is 



BUSIBISS lifiDlB 



Sales 



Profit 



Brown 



Jones 



Gray 



smtn 



Hani It on 



Kneerer 



Peterson 



Braon 



Mitchell 



Bobertson 



Woybnrn 



Sutherland 



(I 



II 



«——..—.,,...., .......... 



■ ^ " — 



'•^-^ 






^ ^ 



.^ 



=> 






U 



j 



Jones 



Gray 



11 



Peterson 13 



8m th 



10 



Hamilton a 



Mitchell 12 



Braon 



Bobertson a 



'Vsytarn 9 



Sutherland 4 



FIGURE 16— With a series of sales "ladders" one sales man- 
ager keeps the work of each salesman before him. The numbers 
indicate the relative size of expense accounts. This ladder shows 
the men's standing in terms of total sales and of profits. 
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FIGURE 17 — Sales on soap are recorded on a separate chart. 

In this way the sales manager is able to point out clearly to his 

men the danger of concentrating too closely on one line of goods, 

often to the detriment of other lines. 
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instantly seen. In this wholesaler's way of looking 
at things, the salesman selling the most low profit 
commodities should go to the bottom of the ladder. 
This is illustrated in the sugar ladder (Figure 18), 
which shows the percentage of sugar sales to the total 
sales for the year made by each man. 

In profitable lines the man having the largest 
sales volume naturally goes to the top of the ladder, 
although he need not necessarily congratulate him- 
self. On the top rung of the vegetable ladder is a 
man with sales of 3,175 boxes of two stipulated brands, 
while at the bottom is a man covering territory equally 
as large, and apparently as productive, with but 580 
boxes to his credit (Figure 19). However, both men 
are weak in total sales with profits (Figure 16). Ob- 
viously, the figure of the top man is abnormally high 
and out of proportion, showing that he has devoted 
too much time to one line. The other extreme is illus- 
trated in the case of the bottom man. 

This wholesaler constructed a composite chart from 
the figures shown on these ladders, indicating the 
relative position of each man, as indicated in Figure 
20. By thus pointing out the weak points in the 
force he was able to give each man an idea of where 
he could bolster up his work. 

These charts were displayed at an annual banquet 
of salesmen. Every month since that time similar 
charts have been shown on the bulletin board in the 
weekly meeting room. In five months the sales of 
the company increased nearly one sixth, and the 
weaker salesmen had brought their work up to a 
higher standard. These particular charts happen 
to refer to certain lines of productions, but of course 
charts like them could be gotten up for practically 
any line. 

Definite knowledge of where and how each customer 
stands, enables the sales manager to direct the work 
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with precision and to develop it effectively from every 
angle. This fact underlies the fourth of the five 
methods — fitting the salesman to his customers and to 
his territory. The sales force for a wholesale clothing 
concern in a western metropolis consists of 25 ex- 
perienced men who cover the entire United States and 
parts of Canada, and an equal number of "junior 
salesmen" in the city. The road men are out about 
six months of the year. Three months are devoted 
to each seasonal trip. The salesman visit about 
1,600 towns in the United States, ranging in popula- 
tion from 2,500 up. Five territories are arranged to 
take in certain sections of the country surrounding a 
large city. The remaining 20 territories include the 
smaller towns. 

SALESMEN WHO USE THIS PLAN OFTEN HAVE A BETTER 
CHANCE OF GAINING CONFIDENCE 

With this arrangement, the work of analyzing the 
company's field is facilitated for the sales manager. 
Daily reports keep him acquainted with trade ten- 
dencies and the progress of sales. By studying these 
reports, and by observation through personal visits 
into the various territories, he finds it easier to select 
men especially adapted to each individual territory. 

This sales manager has classified clothing merchants 
as follows: "high pressure' ' men, or the more prom- 
inent ones; the "middle class" men; and, finally, the 
"low pressure" men. Naturally, he does not expect 
a raw salesman to visit "high pressure" men, or a 
high class salesman to call upon trade in the last class. 
He has, therefore, divided the salesmen into three 
classes, A, B, and C. Class A salesmen call on the 
"high pressure" men, and so on down through the 
three groups. 

When salesmen are furnished with definite and 
tangible information about the retailer's needs, in 
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FIGURE 18 — Sugar generally yields a comparatively small 

margin of profit, therefore it is important to keep a record which 

will check salesmen's tendency to devote too much time to the 

sale of this item to the exclusion of more profitable goods. 
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FIGURE 19 — Most canned goods carry a fair margin of profit 
and sales in this line are encouraged. It will be noted, however, 
that Weyburn who stands first on this chart is low in the total 

sales column (Figure 16). 
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order to fit them to their territories more closely, the 
approach often is made easier, and the valuable element 
of time is conserved. One wholesaler who favors 
exclusive dealers feels his system concentrates the 
selling policy and removes the waste caused by shot- 
gun methods. 

DEFINITE LEADS FROM THE SALES MANAGER HELP 
SALESMEN TO LAND PROSPECTS 

"We sell only through an exclusive dealer in a 
town," he explains, "and this cuts out waste that 
otherwise would be assessed against the selling cost, 
and fits our men very closely to their territories. The 
other day a retailer in a certain town wanted to handle 
our goods, but we turned him down. We knew that 
if we sold him the regular dealer might be offended 
and difficulties that would probably cost us both 
accounts would arise/ 9 This wholesaler has made an 
investigation of the "one dealer in a town" policy, 
and says he is convinced that it results in increased 
sales and larger profits all around. .There are, no 
doubt, in other lines, just opposite conditions, but his 
opinion is given merely to bring out his way of looking 
at the problem. 

"When we give a merchant the sole selling privilege/ 9 
the wholesaler points out, "he can go ahead and use 
it as an asset in building up his trade. We centralize 
our efforts and this, of course, cuts down both sales and 
accounting expenses. We find bad debts are greatly 
reduced also. We are able to devote more work to 
cultivating the retailer as an outlet for our goods." 

For instance, this wholesaler had been selling four 
stores in a Michigan town of 15,000 (Figure 21), but 
with the change in policy the goods were confined to 
one store. The sales amounted to about $2,000 a 
year in the four stores, but in the one store they reached 
a total of nearly $5,500 the first year. When the 
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dealer knew he had an exclusive agency, he adver- 
tised the line extensively and pushed it hard over his 
counters. 

One hardware concern sees that men are fitted 
to the territory before they are employed. For 
example, if the house needs a man in Maine, it employs 
a native of that state or at least a man having adequate 
knowledge of the conditions there. Years of this 
method of selection have enabled this company to 
build up a strong selling force and the loss sometimes 
caused by breaking new men into strange territory is 
largely eliminated. With first hand .knowledge of 
people and conditions the salesmen have built up 
business rapidly and helped the company to maintain 
a comparatively low advertising cost. 

Another western concern with the same object in 
mind, although not employing men direct from the 
territory, urges its salesmen to study its conditions, 
and requires them to report by letter every week. 
Stimulus is added by awarding bonuses for developing 
new business. Not long ago the sales manager of 
this concern received numerous complaints from 
salesmen regarding their respective territories. He 
made a list of the commercially rated merchants who 
were not handling the company's line. 

Selecting two of these in each town in the territory, 
he had the list typewritten. Each time a salesman 
came to him with a protest the sales manager handed 
him one of the lists. After reading the long list of 
merchants in the field he was covering, whom he was 
not visiting, the salesman usually ceased to complain 
about the smallness of his territory. The sales man- 
ager emphasized the possibilities of the field and the 
lists were helpful in strengthening his position and giv- 
ing the sales force an incentive to greater effort. 

Daily reports — our fifth plan — comes next. These 
reports are mailed under one concern's plan on simple 
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FIGURE 20 — A tabulation from the charts shown in the four 
preceding figures pictures the standing of each salesman and 
enables the manager to show each man quickly just how and 

where his work could be improved. 
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FIGURE 23— A pad of these foaWis carried and used by every 
saleman for a western house. 
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forms (Figure 22), with space for the salesman's initial, 
name of the dealer, amount ordered, and the season, 
the average selling price, and the amount canceled. 
This information is transferred to a special form 
(Figure 23), which summarizes the reports of each 
salesman and shows the orders and cancelations for the 
same time a year previous. Thus, the sales manager 
sees instantly how the salesmen are developing. He 
sends a weekly letter to them, telling them how they 
stand in sales, acknowledging orders, and giving 
advice. 

DAILY REPORTS OFTEN INDICATE WHETHER SALESMEN 

ARE SLIGHTING CUSTOMERS 

Salesmen employed on the commission basis for a 
shoe company are obliged to send in detailed reports 
(Figure 24) for the day's work. At the end of the 
week they send in a report (Figure 25) of the route they 
will cover the week ahead. This is carefully checked 
in the office, and if changes are deemed necessary the 
proper instructions are promptly sent out, often by 
wire. Or, if in checking the routes at the end of the 
week, it is found that the salesman has overlooked a 
customer, he is made the subject of a special inquiry 
as to why he has not visited that particular individual 
or firm. By comparing the sales daily with those of 
the previous year the sales manager is able to tell 
whether the sales to a certain merchant do not measure 
up to the amount purchased the previous year or 
season, and if not, the salesman is sent another sort 
of query. 

With the salesmen continually "on the jump" the 
sales manager must often take personal charge of a 
prospect. By keeping a card index file of prospective 
customers — really a series of "daily" reports — the 
sales advertising manager for a large clothing concern 
in Chicago is able to combine correspondence and per- 
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sonal calls in developing new business. The names of 
prospects are filed in alphabetical order and on each 
card — the "daily" report — is noted that time when 
letters and advertising matter are sent and when calls 
are made. 

Shortly before the investigation among wholesalers 
was made by the Bureau of Business Standards a 
customer was landed with an initial order of $22,000, 
following nearly a year's personal work by the sales 
manager. How this campaign worked out is shown 
on the cards in the sales manager's file, as follows: 

April 15 — Called on prospect and found him 

opposed to advertising any goods but 
his own. He would not see goods. 

April 26 — Called on prospect. He was out of 

city. 

June 26 — Sent letter number 1, quoting success 

of merchant with goods. 

July 10 — Sent letter number 2, giving descrip- 
tion of alteration saving on specifio 
models. 

July 27 — Sent letter number 3, with advice: 

"Today more than ever the public is 
inquiring into the source of goods of 
every character. 1 * 

August 12 — Sent letter number 4 — Gave talk 

on the cost of doing business and 
offered suggestion of increased 
volume and decreased overhead. 

August 21 — Sent letter number 5, quoting a 

business expert's opinion as to 
proper methods of decreasing over- 
head by increasing volume with known 
goods. 

Septenfoer 15 — Advertising copy started. Sent 

weekly as evidence of ability Of 
advertising section to assist 
sales. 
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FIGURE 23 — Reports sent in on the form in Figure 22 are tabu- 
lated on this order and cancellation form, where they can be 
compared with the salesman's previous record. 
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FIGURE 24 — Salesmen for one house are required to mail in a 
report each night showing their day's record. 
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FIGURE 25 — In one house salesmen are required to mail a 
schedule of their routes for the next week. This enables the 
to sales manager learn if any customers have been overlooked. 
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FIGURE 26 — One wholesaler uses his salesmen to check up 
on the credit .of his customers. To make this work as easy as 

possible he devised the above form. 

60 



HELPING SALESMEN WIN OUT 61 
September 25 — Called on prospect. Ha was not 
interested Goods were shown, 
particularly specialties away 
from ordinary. 

Ootobar 25 — Called on prospect and talked on 
advertising boosting business as 
oontained In letters 1, 2, 3, 4, 
and S. The prospect *as shown re- 
sults of advertising department's 
efforts with others. 

October 31 — Prospect wrote for copy of a certain 
series of "ads" shown him on Octo- 
ber 24. 

November 15 — Other "ads" sent with thanks. 

November 28 — Weather cold. Sent prospect sam- 
ples of luster ooats for immediate 
delivery. 

December 7 — Newspaper article on advertised 
lines sent prospect. 

January 10 — Booklets — "manufacturer, Retailer 
and Branded Merchandise" sent. 

January IS — Called on prospect — seemingly 
Interested — may visit plant. 

February 1 — Received word from prospeot making 
appointment to see plant. 

February 2 — Makes visit to plant — will decide 
later. 

February 9 — more new novelties sent — no 
reply. 

February 13 — Called on prospeot — not ready 

to make deoision — impressed with 
plant in a receptive mood 
toward advertised merchandise — 
on "the fence." 

February 16 — Interview with advertising man- 
ager — capable man. 



62 NEW SELLING METHODS 

February 23 — Advertising natter sent. 

February 24 — Reply that decision is made to 

handle the goods. 

March 2 — Called on prospect, extended thanks 

and arranged date to buy goods. 

March 12 — Samples of spring goods sent. 

March 24 — Sale consummated. 

Thus the sales manager landed a good customer 
because he could devote well directed time to him, 
through the directing help of his "daily" report cards, 
when the salesman would have been unable to devote 
the necessary time to the prospect. While making 
this systematic "drive" he called upon other prospects. 
In this way he was getting new business at compara- 
tively little expense, developing a friendly feeling 
among customers, and familiarizing himself with the 
territory. 

The salesman can often help the house, if assisted 
by the proper sort of reports, in making collections. 
When a customer is slow in meeting obligations it is 
sometimes difficult to effect a settlement by corre- 
spondence without losing future business. Wholesalers 
have found that satisfactory results, in almost every 
case can be accomplished by the visit of a tactful 
representative. 

To impress upon his salesmen the necessity of keep- 
ing their accounts in good order, a wholesaler in the 
West sends to them with their collection sheets every 
week this notice: 

The enclosed statements show many past- 
due bills. Get after all of them, because 
you know it is much easier to sell a customer 
who has a clean account than one who is be- 
hind and has many past-due bills. Unpleas- 
ant business relations with customers easily 
can be avoided if salesmen use more effort 
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and diplomacy in insisting upon payment of 
bills when due. 

It avoids holding their orders. 

A customer often does not give you an 
order because he has an overdue account. 

You lose trade by not having clean 
accounts. 

You can help -- be as good a collector 
as you are a salesman. 

In a like manner, investigation showed, many 
wholesalers impress upon their salesmen the impor- 
tance of getting credit information and sending reports 
thereon. A wholesaler in the West supplies his men 
with forms (Figure 26) upon which the data may be 
given, thus simplifying the work. 

It is only by using methods similar to the five 
described here that salesmen can be kept keyed up to 
their best work, according to one wholesaler. "Han- 
dling trained salesmen is like handling pure bred race 
horses," says this man, "They have to be coaxed 
and encouraged and given the stimulus of competition 
before they will go their best pace. And once they are 
off on the circuit it requires constant watchfulness and 
a steady rein to keep them from breaking before they 
come under the wire." 



CHAPTER VI 
HOW TO ADVERTISE TO WIN 

EIGHT prospects out of every 10 solicited were 
sold and sales were increased 26%; this is the 
record recently hung up by the salesmen of an 
Illinois wholesale house. A six months' campaign of 
intensive advertising made this record possible. Be- 
fore the campaign the same salesmen sold only four 
or five out of every 10 prospects visited. 

Space in 16 newspapers costing $6,600 was used 
by this concern to familiarize its retailer customers 
with its lines. This display advertising was backed 
up by personal letters to the retailers, containing 
suggestions for attractive window displays, and in- 
viting them to call upon the salesmen for cooperation. 
One of the letters follows: 

Dear Sir: 

What do you think of the advertisements 
we have been running in the magazines and in 
your local newspapers recently? These ad- 
vertisements will continue to appear each 
week for the next six months. 

You are the one who benefits first from 
this campaign. Of course, you want to in- 
crease your sales of our goods as much as 
possible. It occurs to me that a live win- 
dow display of our line in your store would 
help drive home the interest our advertising 
is arousing among the people of your city. 

Perhaps you already have had such a 
display. If not, the enclosed proofs of pic- 
tures of successful displays used by other 
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dealers may offer some suggestions to your 
window trimmer. 

Please feel at liberty to call on our 
salesmen at amy time for help on this or 
other sales problems you may have. Our men 
are ready to cooperate with you. 

Investigation made among wholesale merchants by 
the Bureau of Business Standards showed that the 
cost of advertising varies widely in the different whole- 
sale lines. The wholesale grocer, for example, spend- 
ing less than 1% of his total sales, normally finds 
it desirable to confine his expenditures along lines 
that might not be satisfactory in the clothing house, 
which usually spends from 2% to 3%. Detailed ad- 
vertising figures for a number of lines are given on 
page 66. 

Among the methods used to get better results from 
advertising are: (1) a careful study of the territory 
to determine where advertising pressure is needed; 
(2) using the salesmen to keep in touch with the needs 
of the retailers; (3) working out plans for the most 
effective use of trade journals, signboards, street ear 
advertisements, and booklets; (4) using photographs; 
and (5) making the most of an attractive package 
through demonstrations. 

We will take up these five methods in the order 
named — first comes the one providing for a careful 
study of the market to determine where advertising 
pressure is needed. The head of a wholesale house 
in the South whose total sales are about $1,000,000 
a year, spends from $7,500 to $10,000 annually for 
advertising. At the beginning of the year he fixes his 
appropriation at three fourths of 1 % of the total sales 
for the preceding year. He has been advertising for the 
past four years, and his appropriation has grown from 
$2,000 to $7,500. While agreeing with the many who 
feel it desirable to set a fixed sum every year, he 
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ADVERTISING COSTS 

Hundreds of the smaller wholesalers , especially those whose field of distri- 
bution is distinctly local, investigation indicates, did not recognize adver- 
tising as a specific expense, and the cost of calendars, memorandum 
books, and other souvenirs issued by them often was carried in the general 
expense. Some wholesale grocers spend as high as 0.76% of their net 
sales annually for advertising. They cover a wide territory and distribute 
their own brands of package and canned goods. On the other hand, 
grocers whose business is confined to narrower sections sometimes put 
out only a few private brands, and their advertising expense, investigation 
revealed, seldom exceeds 0.26%. 

(Firms with Annual Sales of More than $1,000,000) 

Indicated Indicated 

Line Typical Attainable 

Costs Costs 

Groceries 0.4% 0.3% 

Clothing 2.0% 1.8% 

Hardware 0.7% 0.5% 

Shoes 0.4% 0.3% 

Drugs 0.4% 0.5% 

(Firms with Annual Sales of $500,000 to $1,000,000) 

Indicated Indicated 

Line Typical Attainable 

Costs Costs 

Groceries 0.4% 0.3% 

Clothing 2.0% 1.4% 

Hardware 0.3% 0.3% 

Electrical Goods 1.5% 0.5% 

Dry Goods 1.5% 0.9% 

(Firms with Annual Sales of Less than $500,000) 

Indicated Indicated 

Line Typical Attainable 

Costs Costs 

Groceries 0.1% 0.1% 

Hardware *. 0.3% 0.2% 

Electrical Goods 0.4% 0.2% 

finds that his appropriation always has been ex- 
ceeded because of emergencies of one kind or another. 
He believes that to adhere blindly to the set sum might 
defeat the main purpose of the appropriation: getting 
the best results from every corner of the field. 

♦Typical percentages given in this book are averages of the most carefully com- 
piled cost figures given to the Bureau by dealers in the four classes indicated. 

Attainable percentages are averages based on the costs of the most effectively 
managed and successful concerns picked from the entire group from which the 
typical percentages were obtained. 
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First of all, this wholesaler studies his products 
and the territory to see which lines are moving slow- 
est, and where advertising pressure should be ex- 
erted to move them. A new line, for instance, may 
be showing strength, so it is decided to play up the 
line in the advertising campaign. The area of activity 
and the competition is carefully studied. Then the 
sales force is called into conference and the proposed 
campaign is discussed with special references to the 
good will of the retailer. At this conference there 
is a thorough discussion of the retailer's individual 
problem as determined by the salesmen. Merchandise 
that may move quickly in one community often is 
found to be slow in another, and it is, therefore, 
necessary to concentrate the advertising accordingly, 

WHY IT IS PROFITABLE TO GET DEALER COOPERATION 
IN CARRYNG OUT ADVERTISING PLANS 

Although reluctance among wholesalers to spend 
money for advertising quite generally has been over- 
come, it nevertheless may be interesting to relate the 
experience of one wholesale house. 

Five years ago this house spent very little on ad- 
vertising and the first year the house advertised more 
largely the selling expense was 8%, without the cost 
of advertising, of course. Last year the selling ex- 
pense was 5% and the head of this house gives credit 
to advertising alone for boosting the sales volume and 
lowering costs. 

Some wholesalers find it difficult to secure the active 
support of the dealers in starting an advertising cam- 
paign. One large wholesale concern calculates that 
losses due to this indifference exceeded $5,000 in one 
season. By using the second method — that of get- 
ting the cooperation of the dealers through the 
salesman — this wholesaler reduced this loss. 

The salesmen were instructed to arouse the re- 
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toilers to the necessity of prompt and proper dis- 
plays of the advertising matter that the house sent 
out from time to time. It was found, however, that 
unless the salesmen were quick to assist in making 
the window displays, distributing the signs, and 
laying out the newspaper campaign, the advertising 
often was neglected. As a result, the wholesaler found 
that much of his advertising material was wasted. 

To overcome a similar situation a middle western 
house devised a form (Figure 27) that is sent to all 
active dealers, and the use of this form is urged in 
a follow-up letter. The form is felt to serve a double 
advantage. First, it obtains a better distribution of 
the advertising, and second, it gives the dealer "leads " 
that he might not think of if he had to make a formal 
application for advertising matter by letter to the 
company. 

The sales force is, as already indicated, a decided 
help in getting the best results out of advertising. 
Another concern that spends about $50,000 a year 
in advertising enlists the active assistance of the 
salesmen in keeping the advertising department 
informed. When a new customer is gained the sales- 
man fills out a special form that provides for detailed 
information regarding competitors, the appearance 
of the store, the location, the dealer's views of ad* 
vertising, and his willingness to use the various gra- 
tuitous aids. 

This form usually helps to indicate the kind of 
advertising best suited to the dealer and it also en* 
ables the credit department to determine the nature 
of the risk. With this data before him, the adver- 
tising manager often avoids indiscriminate distribution 
of advertising material. 

This method is supplemented by another form 
(Figure 28) on which the salesmen make out a report 
for each town on the list where an order is not taken* 
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FIGURE 27 — To cut down the loss from useless distribution of 
advertising matter and dealer helps one firm devised this form 
for its retail trade. It also serves to suggest to the dealer 

effective forms of advertising. 
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FIGURE 28 — Continual analysis of the field is mode possible 
in one clothing house by requiring the salesmen to report on a 
form like this every call mode where an order was 
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FIGURE 29 — Many wholesalers apparently have found the 

trade papers a profitable advertising medium in pushing private 

brands. Advertisements similar to this one have helped. 
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This acts as a continual analysis of the field and gives 
specific reasons why sales cannot be made. It also 
shows the standing of competition, the class of the 
dealer's patronage, and the possibility of securing fu- 
ture business. 

HERE'S A PLAN THAT INCREASED SALES 38% IN ONE 
YEAR FOR ONE WHOLESALER 

The third method of getting better advertising 
returns has been worked out successfully by another 
wholesaler. After deciding upon the extent of his ad- 
vertising campaign, this wholesaler makes a careful 
check of the trade journals to learn the number and 
character of retailers they reach. Since many of the 
small dealers follow the advertisements in these 
mediums for the real news of the market, the appeal 
appears to be strong. Prices and qualities of goods 
can be compared effectively and the newest methods 
in the trade emphasized. 

In one year this wholesaler spent $4,260 in the 
trade papers advertising a line of goods. A sample 
of this advertising is shown in Figure 29. Supple- 
menting this advertising is a series of dealer helps 
in the way of bulletins, advertising copy, electros, 
and window displays. Catalogs are issued twice a 
year at a cost of about $12,000. This type of pro- 
motion increased the sales 38% in one year. 

Before sending out the electros, which cost from 
30 to 40 cents each, or offering the window displays, 
which cost about $9 each, this house asks for a detailed 
report (Figure 30) from the salesman concerning 
the prospects in the field and the ability of the re- 
tailers to use the helps to advantage. This prevents 
wasteful distribution and generally insures proper use 
of the advertising. 

Methods employed by this wholesaler are typical, 
in a general way, of plans that have proved successful 
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in several lines. Not long ago a wholesale shoe house 
for the first time decided to use extensively signboards, 
street car cards, and booklets through the dealers. 
One of the street car cards is shown in Figure 31. 
To carry out the plan the appropriation was increased 
from four tenths to six tenths of 1 %. After examining 
the information gathered during the preliminary inves- 
tigation, the advertising manager selected locations for 
signboards and closed contracts for street car cards. 

An order was placed for 1,000,000 booklets and 
these were sent to the dealers for distribution among 
the trade. When the returns were checked up at the 
end of the year the sales showed a healthy increase, 
but not much of the growth was traceable directly 
to the additional advertising. When the appropriation 
for the following year came up for consideration, the 
amount to be spent was cut down to 0.5% and the 
signboards, street car cards, and booklets were elimi- 
nated. The trade journal publicity was made more 
extensive and the newspapers were recognized by the 
house for the first time on a big scale, although it was 
not felt that the action really denoted any definite 
conclusions reached regarding the comparative values 
of the various mediums. 

This house made an investigation by mail and 
through the salesmen to determine what form of 
publicity appealed most strongly to the different 
units in the territory. It was found that advertising 
bearing on current events pulled stronger than any 
other. It subscribed for the leading magazines and 
newspapers, and all material of current interest re- 
lating to the trade is clipped and filed. Along with 
this, a clipping bureau contributed material and 
iphotographs that were effectively used. 

When the American troops were called into the 
war with Germany, the advertising manager had 
a "close up" photograph made showing marching 
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For Soldier, Farmer or Business Man 

— anyone ttino wants Supreme Comfort 

Any man who must use his feet a 

great deal and wants to go home at night rested — 
so far as his feet are concerned- shoula have these 
shoes. Wear them all day' and you'll not feel like 
pulling them off the moment you enter the house. 

They have scientifically constructed 

saddles or arches for the feet to rest in, which hold 
up the arches in their proper places and allow the 
feet to rest comfortably in their normal position. 

This feature corrects the method of 

walking — enabling the wearer to walk straight in- 
stead of "toeing out." 

The heels are slightly orthopedic — the 

lifts extending under the arch thus giving additional 
support and relieving the leg strain occasioned by 
lack of support to the arcb in some footwear. 

It is an ideal shoe for any man who 

wants comfort. 



FIGURE 32 — Advertisements like this that aim to capitalize 
popular and timely appeals are used largely by one shoe whole- 
saler. He runs them in both newspapers and magazines and 
says the results secured are entirely satisfactory, 
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FIGURE 30 — By using this form to describe a dealer's business 

the salesman helps both the advertising manager and the credit 

department to plan their work more effectively. 
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FIGURE 31 — Street car cards like the one shown above helped 
one house to increase its sales in a recent year. This card is 

simple but it pulled well. 
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soldiers from the knees down (Figure 32). Below 
the reproduction in the advertisement was an insert 
showing a shoe made especially for soldiers. This 
action emphasized the readiness of the house to meet 
new conditions in the trade. 

The national appeal for more gardens was capital- 
ized in much the same way. A picture of a man at 
work wearing a pair of the company's garden shoes, 
and below it another picture of the shoe and an ex- 
planation of its construction, was printed in colors 
on cards and distributed to the dealers. Within 60 
days after mailing, the sales on this line alone exceeded 
$200,000. 

THIS MAN SAVED $10,000 A YEAR AND ADVERTISED HIS 
LINE EFFECTIVELY AT THE SAME TIME 

Next comes the fourth of the five methods — using 
photographs for samples. This plan has been found 
to supply an effective advertising medium in various 
lines and to reduce the expenses of the traveling 
salesman. One house, for instance, by means of 
photographs cut in half the amount of baggage car- 
ried by its 25 salesmen and saved nearly $10,000 a 
year in traveling expenses. Before, each salesman 
carried six trunks and a whole day was given to show- 
ing the line to each merchant. Now the salesman car- 
ries only three trunks and the remainder of the line 
is shown by photographs. While the average dealer 
generally wants to see the goods he is buying and 
is likely to reject photographs, the excellent reputation 
of this house counteracts this objection. 

Salesmen for a hardware concern complained that 
their samples were too heavy, that they could not 
show "enough of the line." They were tired when 
they reached the dealer and were unable to put vigor 
and enthusiasm into their sales talks. Many instances 
also were cited by the salesmen where they "could 
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have sold more goods" had they backed up their 
arguments with samples. 

Following a conference with executives of the 
company the head of the house ordered photographs of 
samples from the whole line. These cost more than 
$500 but at the end of the month he was able to furnish 
every salesman with a full line of photographs. Then 
the salesmen were able to discard many of the heavy 
sample cases. Their complaints stopped, and their 
sales increased 27% in one year. A salesman for a 
hardware house can, for example, with only one photo- 
graph, show a dozen thermometers effectively at a 
minimum of time and labor (Figure 33). One St. Louis 
house reduced its sample trunks by 600 in less than 
three years by using photographs. 

Photographs can be used in many different ways 
to draw trade. A wholesaler in the South, who Bpends 
$4,500 a year for advertising, distributed several 
photographs through his catalogs showing practical 
plans for attractively arranging stock. In one picture, 
for instance, a layout of a prescription department 
near the front of the store was shown. It suggested 
to the druggist how to advertise his prescription busi- 
ness by locating this department where all the cus- 
tomers would come in contact with it. 

Now we come to the last of the five methods. An- 
other form of advertising that has grown in favor 
is the practical demonstration of merchandise. Since 
the demonstrations often embrace the expense of 
samples, erecting booths, and booklets, the cost of 
this fifth method is often charged to the advertising 
account. Among wholesale grocers and druggists this 
kind of promotion sometimes is used extensively. 
The responsibility of arranging for demonstrations 
and employing demonstrators is placed on the salesman 
in the majority of cases. 

A campaign of this sort in Wisconsin on a private 
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FIGURE 34 — Distinctive letters move special lines quickly for 

one dry goods house. Display type that suggests the quality 

and price of the goods offered is a strong point of the letter 

shown, which was considered very successful. 
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brand increased the sales 42% in one year. The ex- 
pense of the demonstration, including the materials 
used, was about $8,000, but the results were held to 
justify the expenditure. 

In many lines the , demonstrations have not been 
conducted so extensively, but have served the same 
purpose, j 

HOW SALESMEN OFTEN CAN HELP DEALERS TO DEMON- 
STRATE GOODS MORE EFFECTIVELY 

One concern helps its retailers to hold style shows 
when the new goods are received in the spring and 
fall. The company's salesmen or saleswomen show 
the dealer how to display his goods and also give 
the dealer's clerks instructions in fitting the goods, 
also telling them the best talking points to use. 

The house helps advertise these style shows by 
furnishing window cards, electros for the dealer to 
run in his local paper, as well as invitation cards 
which the dealer can send out to his customers. 

Another house which handles several specialties 
arranges with retailers to have the article demon- 
strated in their windows. These demonstrations are 
backed up by display advertising in the local papers. 
The wholesaler furnishes the cuts and the dealers pay 
for the advertisement. 

So that there may be a connecting link between the 
advertisement and the article advertised, many whole- 
salers believe that some one element that is impressed 
easily upon the mind of the observer should appear 
in every advertisement. The use of distinct type 
sometimes attains this end, while often a slogan 
builds personality around the advertising copy. Un- 
less an unmistakable connecting link is employed, 
effectiveness often is lost and the product advertised 
soon may be forgotten. The name, trade-mark, ap- 
pearance of package, color or arrangement of the 
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label, all help to add this touch of distinctiveness. 

Two large and successful wholesale houses — one 
handling men's clothing and the other women's cloaks 
and suits — have, for example, built up their business 
upon contrasting policies and have developed widely 
varying commercial personalities. 

The men's clothing house emphasizes the quiet 
and simple style of advertising, beginning with letter- 
heads and continuing through all its printed matter. 
Superlatives are not used in its correspondence 
and salesmen are allowed to make only modified 
claims and promises. Its advertisements are always 
conservative and simply worded. 

This house aims to limit its advertising to 1.5% 
of its sales, although it has generally run slightly 
above this. In one year it spent nearly $60,000 in 
trade papers, catalogs, form letters, and small space 
in some of the national magazines. The dealers' 
cooperation was enlisted in the use of the news- 
paper space, the house paying only for the electros 
and a book of advertising suggestions. 

On the other hand, the women's clothing house 
spends about 1% of its sales with publications but 
the advertising generally is printed in many colors 
and is strikingly illustrated. The abrupt sentence, 
the exclamation point, and the superlative mark all 
its utterances. The total effect just escapes being 
flamboyant. Its form letters are often printed in 
big display type, emphasizing changing styles or 
extraordinary values in certain lines (Figure 34). 

Its catalog is built on much the same line and is 
backed up by periodical distributions of booklets that 
are found to be a strong means of gaining attention. 
This policy, carried out consistently for seven years, 
gave the house a distinct reputation and won the 
good will of more than 20,000 dealers. The policy is 
still in force. 
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Generally, investigation shows, competition has 
increased advertising. Most wholesalers now regard 
advertising expense as one of the fixed charges. The 
methods described in this chapter have been worked 
out successfully by wholesalers operating the country 
over and reached by the investigation conducted by 
the Bureau of Business Standards. Practically all 
of them can be adapted to any wholesale business. 
Investigation also indicated that wholesalers are giv- 
ing more and more attention to direct advertising. 
How they are doing this is described in the next 
chapter. 



CHAPTER VII 
DIRECT ADVERTISING THAT HITS ITS MARK 

THIRTY-TWO mail orders amounting to $1,092, 
and 14 overdue accounts settled to a total of 
$798, were the cash returns from one individually 
typed and signed letter sent to 425 retail dealers at 
a cost of $34.50 in a recent " drive' ' by a wholesale 
company. This letter (Figure 35) "pulled" 323 re- 
plies, or 76% of the mailing list. Of this number 103 
wrote that "everything was all right," and some 
offered apologies for not ordering. Nine made plain- 
spoken criticisms. Thirty-one reported "business 
poor," and 49 replies afforded a basis for correcting 
the list. The remaining replies covered miscellaneous 
excuses. 

This record of one letter is telling evidence of the 
power of direct advertising in the wholesale field. 
Investigations have indicated again and again that 
this selling force is receiving constantly increasing 
attention and endorsement by wholesalers in all 
lines. 

By careful selection and arrangement of names for 
a mailing list, and by frequent use of this list in sending 
out form letters, catalogs, bulletins and house organs, 
wholesalers have, investigation showed, reduced their 
selling cost and increased good will among the dealers. 

Nearly all wholesale houses working through sales- 
men now keep a complete card file of customers, pres- 
ent and prospective. Every possible bit of informa- 
tion concerning the dealers is kept in this file, such as 
data indicative of the trade tendencies, the competi- 
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tion, and the approximate consumption of the terri- 
tory covered. It is really the backbone of the mailing 
list, an increasingly important factor in the creation 
of new business and the distribution of direct adver- 
tising literature. 

A house in the West has three mailing lists, consist- 
ing of the " actives' ' who buy frequently, "semi- 
actives" who buy occasionally, and "inactives" who 
have dropped the lines. Additions and changes are 
made in these lists daily. There is also a " promotion" 
list of prospects who receive occasional letters that 
are followed by visits from the salesmen. 

In this house the mailing lists are arranged alpha- 
betically on cards and then divided according to states 
and towns; classified according to the dealer's standing 
with the company, that is, as to whether he is active, 
semi-inactive, inactive, or on the promotion list. 

Form letters are sent four times a year to the 
merchants on the inactive list. One of these letters 
calls attention to the new catalog and emphasizes the 
changing styles. An ordinary postal card is enclosed, 
together with order blanks, and the company invites 
inquires for information and requests for samples. 

Out of a mailing of 3,000 letters to " inactives," less 
than one fifth replied. In a second letter to this list 
the merchant was told that the company was revising 
the list and invited inquiries as to whether he wished 
to remain on it. A stamped postal card was enclosed 
for a reply. The returns on this follow-up exceeded 
three fifths. The dealers who replied were put on 
the "promotion list" and also received a catalog. 
Later a salesman called on them, and then another 
letter was sent. This method has sold more than 
two fifths of the total list. 

In seeking new accounts one wholesaler finds that 
follow-up letters serve to reduce selling expense by 
creating direct leads. Space in trade journals is used 
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in connection with the letter. By offering booklets 
on some appropriate merchandising subject it has 
been found easier to check the publicity returns. For 
example, a booklet inviting the dealer to write for 
information on how to keep stock will indicate its 
pulling power by the inquiries received. 

HOW FREQUENT USE OF A MAILING LIST INCREASED 

SALES FOR ONE FIRM 

A wholesale house in the heart of a commercial 
district in the West spends about $4,500 a year on 
form letters to the trade. Small catalogs are also 
issued twice a year, at a cost of about $1,000, and the 
balance of the appropriation, about $500, goes into the 
trade papers. The letters are found to be the most 
effective medium, although the catalog is a strong 
factor in getting business. 

This firm's mailing list is used frequently, sometimes 
as often as twice a month. When the house wishes to 
push a certain line, as it often does, it breaks away 
from the conventional style and plays up the offering 
in conspicuous type. Besides the actual benefit of 
bigger business, the list creates many desirable "leads" 
for the salesmen. 

The use of the form letter has become so widespread 
that many wholesalers have installed time and labor- 
saving devices for the duplication of letters. Many of 
these processes have attained such a high degree of 
perfection that, no matter how large the list, each 
letter has a distinctive individuality appealing to the 
dealer who receives it. 

The form letter and catalog seem almost inseparably 
linked in the campaign for new business. With the 
exception of the small local wholesale concern, almost 
all houses issue a catalog, some of them once a year and 
others at the seasonal periods when the demand for 
merchandise is strongest. Investigation disclosed a 
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FIGURE 35 — When a man-toman discussion of the problems 
arising between dealers and supplier was impossible, the vice- 
president of a wholesale glove house put his concern on buying 
terms with the retailers with this letter. 



How to use the index 




The cover of this catalog shows the various lines of 
shoes. If the dealer* 'staggers " the leaves as shown in the 
illustration he finds a black mark on pages directly under 
each division shown on the cover. For instance, if he 
wants to find "Women's Low Cuts," he- bends the 
book, puts his finger on the black mark directly under 
this section indexed on the front and finds the women's 
low cuts illustrated. So on with all divisions shown on 
the cover. 
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FIGURE 36 — Doing away with the old-fashioned, cut-in thumb 
index and printing a list of the various departments on the 
right hand edge of the cover saved money here. The black mark 
on each part title page makes it easy to find any section desired. 
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wide range of catalogs varying in size from a dozen to 
500 pages or more. 

"Making our catalog stand squarely behind the 
salesmen's claims/' says the sales manager of one 
house, "has greatly increased the effectiveness of the 
sales force and reduced the expense of selling through 
the salesmen." 

The catalog of this house consists of about 200 
pages bound in a substantial cover, printed in a good, 
solid color not easily soiled. Trade conditions are 
discussed briefly. The description of the products of 
the house is accompanied by illustrations and prices. 
The plan of indexing this catalog saved $1,400 on one 
issue (Figure 36). Formerly the catalog had a 
thumb index, each division being labeled in the 
"cut-in." Now the labels are placed on the cover 
at the right hand edge and a short, heavy, black line 
is printed on the first page of the corresponding division. 
By bending the edge back this black line is quickly 
found. Besides the saving in the printing, the new 
style makes for greater convenience. The distribution 
of the catalog is based on the card index, which is the 
foundation of the mailing list. 

A number of pages are devoted to postal cards, per- 
forated and ready for use. At the top of each postal 
card page is the instruction: "Use these mailing 
cards for rush orders. They will receive the same 
attention as a telegram." The catalog contains in- 
formation about the advertising aids used by the 
house and invites inquiries about the company's co- 
operative plan. Mention is made of changing styles 
and information concerning new extreme novelties 
is given through supplemental bulletins as fast as 
seems logical. 

The postal card system in this catalog alone pro- 
duces more than $1,000,000 worth of business a year. 
Approximately 200 to 250 postal cards from the catalog 
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are received daily at the company's offices. To 
maintain and extend the rapidly growing catalog busi- 
ness, the company guarantees (Figure 37) to ship any 
mail order within 12 hours from the time of its receipt, 
provided the goods are in stock, or to forfeit a dollar 
on each order, regardless of its size. The progress of 
every mail order through the house is recorded by an 
electrically controlled time stamp that registers the 
exact minute it passes each department, and when the 
invoice is mailed, a slip (Figure 38) showing the 
customer how his order was handled is attached. 

The expense of the catalog often is the major adver- 
tising expense, with the form letter ranking next. 
In a wholesale grocery, for instance, spending 3% of 
its total sales for advertising, nearly 2 % went for direct 
advertising. This applies especially to the houses 
whose distribution is sectional rather than national, 
because they were seldom found to be engaging in 
national advertising. 

DELIVERY COSTS ARE KEPT AT A MINIMUM BY A BULLETIN 
SHOWING THE COST OF THIS SERVICE 

To emphasize the saving when a retailer relieves the 
wholesaler of the cost of delivery, a wholesale grocery 
house has established a set of three prices, which are 
announced twice a month in an issue of 10,000 bulletins 
(Figure 39). These bulletins, printed in three colors, 
show the net cash terms, the C. O. D. terms, and the 
charge and delivery terms. They cost 3 cents each, 
including the postage, which, with the expense of 
handling, runs to about $7,500 a year. The company 
has on its mailing list every retail grocer in the territory 
covered and each gets a copy of this bulletin. 

"This practically is the extent of our adverising," 
says the head of the house, "and we find it a strong and 
satisfactory selling force. Because of the three prices, 
the bulletin makes a direct appeal to practically every 
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When You Want Goods Quick ! 

If gcx>ds are in stock and we consume more 
than 12 working hours in filling your order, your 
account will be credited with $1 regardless of 
the size of the order. Twelve working hours 
from receipt of the mail order to shipping it if 
the goods are in stock; that's our "limited 
train" schedule; we forfeit $1 on any order that 
takes longer. You can see by the time slip how 
it works. The slip goes with the bill to you, to 
show you how it passed the various stations. 
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FIGURE 37 — One concern made a talking point of its prompt 

shipments when going after new business. This is backed up by 

the above guarantee to get the order out within 12 hours. 
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N. B. Where goods axe in stock if more than twelve (12) working hours have been 
consumed in filling this order, you are entitled to a "forfeit" of One Dollar. Our 
working hours are from 7:30 a. m. to 12 m. and from 1 to 5:45 p. m. daily, except 
Saturday, on which day we close at 1 o'clock p. m. 



FIGURE 38 — To prove to the customer that the guarantee 
shown in Figure 37 is being lived up to a form like this is at- 
tached to the order when received and is stamped in progress. 
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FIGURE 39 — Red, white, and blue figures in columns in this 

semi-monthly bulletin keep the dealer informed of the saving to 

be made by buying for cash. Note how dealers can save money 

by paying cash and handling the goods. 
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grocer. With a wagon to haul the goods and cash 
for buying, he gets the merchandise at a minimum 
figure. It will cost him a little more on a charge 
account and delivery or on a straight c. o. d. shipment. 
We are able to trace a large volume of our new busi- 
ness to this bit of publicity." 

House organs sent regularly to customers, containing 
items of interest and at the same time advertising the 
goods, are gaining wider recognition in all wholesale 
lines, investigation indicated. Probably the most 
productive is the one which both reaches the dealer and 
arouses the interest of the salesmen. 

A four-page newspaper is the style of house organ 
issued by one wholesale company. Approximately 
600 of these papers are printed weekly at an annual 
Cost of $6,500, and circulated among the employees 
of the company and to a selected list of several hundred 
customers. The paper thus serves to hold the interest 
of both customers and employees. 

In an issue shortly before the conscription law was 
passed, an extensive editorial on the act, with its 
relation to the business, was printed. This editorial 
occupied the first page and part of another page. 
The two middle columns of the first page displayed 
the standing of salesmen in the regular weekly contest 
and a description of the work of each man ; the rest of 
the page carried snappy articles intended to encourage 
the salesmen. 

The second page was devoted to news regarding the 
trade conditions and the progress of sales work in 
branch territory, including the gain in road orders 
and reports on new orders. In the lower left hand 
corner of the page was a list of the names of salesmen 
accomplishing a gain of 100% over their predecessors 
during the current season. 

A large part of the third page was addressed to 
dealers and described ways to get new customers and 
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to create a larger volume of sales. The remainder of 
the page showed sample "ads," with a war-time angle, 
and a list of "best sellers." On the last page were 
several display "ads" for the use of the dealer. The 
remainder of the page, about two columns, was devoted 
to "stock information" and to gaining the salesmen's 
cooperation in the distribution of window cards. 

Getting relations with customers on a "man to 
man" basis is accomplished by wholesalers of St. 
Paul in a most effective manner. 

Every year, under the auspices of the St. Paul 
Association of Commerce, a special train carries the 
city's wholesalers through the entire tributary territory. 
This train makes many stops. No town is too "jerk- 
water " to be scheduled for a stop — no retailer too small 
to be visited. And remember, those making up the 
trainload are the "big" men of their firms. Presi- 
dents, vice-presidents, and other high officials of 
wholesale concerns make the trip. 

The retailers are met, their business is discussed, 
and an effective personal contact is gained. The whole- 
salers distribute advertising matter among the men 
they visit. 

"Personalizing" their houses to retailers, many of 
the scores of wholesalers reached by the country-wide 
investigation which stands back of this book have 
usually found to be a sure method of increasing sales 
and awakening dealer cooperation. This, investigation 
indicates, can best be done by letters, catalogs, bulle- 
tins, and house organs which will give the dealer a 
more intimate knowledge of the firm with which he is 
dealing. The successful methods described in this 
chapter for carrying out this idea will no doubt supply 
some suggestions through which you can carry out 
similar plans in your business. 
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KEEPING OVERHEAD 
EXPENSES DOWN 



CHAPTER Vni 
PLUGGING LITTLE LEAKS MAY SAVE BIG LOSSES 

YOU would have discovered 125 catalogs bearing 
the trade-mark of a wholesale house on the 
"not found" shelves of one of the substations 
of the Chicago post office a few weeks ago. These 
catalogs represented a single day's returns. Each 
was fully illustrated, contained 130 pages, cost about 
6 cents and carried an 8-cent stamp. Because of 
non-delivery in just this one station, the loss was 
several dollars. 

At about the same time a New York house mailed 
out its annual catalog. Nearly 600 of these passed 
through the same substation that laid the Chicago 
concern's books on the "not found" shelf. Out of 
the 600, less than a third of those received at this 
particular station of the post office could be delivered. 
Each catalog belonging to this second concern cost 
4 cents to mail. The post office had stamped on 
each: "No such party," "Not at ....," or some 
similar expression. Neither of these two concerns 
had placed a return postage guaranty on the envelops 
in which the catalogs were mailed. In the one case 
at least, and probably in both, the matter mailed was 
worth more than the postage — to say nothing of the 
value of checking up and correcting the mailing list. 

Now, perhaps, you may think such a loss is merely 
a matter of a few dollars — a trivial waste — or you 
may say, mentally, "I pay someone to look after 
those details among his other duties." 

But, if that is your attitude, general opinion ap- 
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parently is against you. Investigation indicates that 
wholesalers everywhere are putting forth mighty ef- 
forts to put a crimp in overhead expenses of this sort. 
They have been driven to it by costs that are rising 
so rapidly from year to year. Just look at the cost 
figures for office expense on page 97 and those for 
general expense on page 99 if you want concrete evi- 
dence of how important costs for these items really 
are. 

Yes, wholesalers everywhere are wide awake to the 
danger of profits lost in little leaks and are searching 
out and adopting effective methods for plugging them. 
Perhaps as good a way as any to go about describing 
the best of the methods found in the investigation 
among wholesalers during the preparation of this 
volume is to take them up in the following order: 
(1) making every cent of postage count; (2) cutting 
office expenses to the bone; (3) cutting corners on the 
cost of supplies and stationery; (4) holding down 
filing expenses; (5) making the repair bill less burden- 
some; (6) handling depreciation unusually carefully. 

The two concerns just mentioned are but typical 
of many which indicate tendencies to fail to take 
as much care as possible of mailing lists — and which 
point to losses of a good deal of money. If the two 
concerns had sent their mailing lists to the post 
office before they dispatched the catalogs, the "un- 
found" names could have been marked off. The 
waste then would have been in cents instead of dollars. 

This service of correcting mailing lists is optional 
with postmasters. But they are often not only willing, 
but glad, to do the work for the sake of not having a 
lot of undeliverable mail matter sent to them. Often 
arrangements can be made to pay for the time in- 
volved in making corrections. 

Lack of acquaintance with postal regulations may 
cause waste and delay. Again, careless addressing is 



HOLDING DOWN GENERAL EXPENSES 

OFFICE EXPENSES 
(Stationery, Postage, Printing, and Supplies) 

Among the many small items of expense which mean but little when taken 
by themselves but which in the aggregate mean a big drain on the business 
in the course of a year are the costs for stationery, postage, printing, 
supplies, interest, depreciation, and repairs. For purposes of classifi- 
cation it was found convenient to consider the items of stationery, postage, 
printing, and supplies, together, under the heading "Office Expenses. 
The costs for these items among houses having annual sales of more than 
$1 ,000,000 was found to range from an indicated figure of 0.8% of sales 
in the case of hardware wholesalers to an indicated figure of 0.8%, which 
was found to be the average amount spent for these items by grocery, 
clothing, and drug houses. This was in spite of the fact that many 
broken orders normally make groceries and drugs expensive to handle in 
the warehouse and shipping room. The figures indicate this does not 
necessarily increase office expense. Indicated attainable cost figures for 
this item in grocery concerns is apparently 0.1% less than the indicated 
average cost in each class. Some of the hardware and shoe concerns 
which watch the small items of expense closest seem to have been able 
to reach an attainable figure approximately 0.2% lower than the indicated 
average for all concerns. 



(Firms with Annual Sales of More than $1,000,000) 

Indicated Indicated 

Line Typical Attainable 

Costs Costs 

Groceries 0.3% 0.2% 

Clothing 0.3% 0.2% 

Hardware 0.8% 0.6% 

Shoes 0.5% 0.3% 

Drugs 0.3% 0.2% 

(Firms with Annual Sales of $500,000 to $1,000,000) 

Indicated Indicated 

Line Typical Attainable 

Costs Costs 

Groceries 0.3% 0.3% 

Clothing 0.5% 0.4% 

Hardware 0.7% 0.6% 

Electrical Goods 0.5% 0.7% 

Dry Goods 0.3% 0.2% 

(Firms with Annual Sales of Less than $500,000) 

Indicated Indicated 

Line Typical Attainable 

Costs Costs 

Groceries 0.2% 0.1% 

Hardware 0.6% 0.5% 

Electrical Goods 0.9% 0.5% 
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a common cause of postage losses. Placing the wrong 
city address beneath the correct street address, or the 
reverse, is a frequent error. Whenever such matter 
has a return postage guaranty upon it, the postmaster 
notifies the sender, and the latter may send postage to 
cover the return. 

ONE BAD GUESS IN TEN COST THIS FIRM A LARGE SUM 

ANNUALLY FOR POSTAGE 

Another typical cause of postage waste was un- 
covered by a Minnesota concern. This concern fin- 
ished up its year's business with a falling off in profits 
sufficiently large to cause an investigation. Small 
wastes were ferreted out. 

"I can tell by the feel of a piece of mail how much 
postage it requires," the mail order clerk boasted to 
• an executive who was on the lookout for losses. 

And so he could. 

A trial proved him a good guesser nine times out of 
ten! The tenth times, however, cost the firm a good 
many dollars each year in wasted postage, not to 
mention the unpropitious mood into which a "postage 
due" letter might throw recipients. 

"Considering postage waste," said a busy whole- 
saler recently, "my morning's mail had two common 
examples. One letter, coming first class, had 4 cents 
postage on it. The clerk, ignorant of an important 
postal regulation, was probably in doubt, and put 
an extra stamp on for safety, when the letter should 
have gone for 3 cents. In another instance there 
was a loss of an equal amount. A clerk as lax as the 
first one placed an additional stamp on a letter for- 
warded to me." 

Ignorance caused one loss and carelessness the 
other. The total loss which such employees might 
make in a year if not properly supervised is certainly 
wortji considering. 
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GENERAL EXPENSE 
(Interest on Owned and Borrowed Capital, Depreciation, and Repairs) 

Costs for interest, depreciation, and repairs are considered as a unit 
under this heading of "General Expense" The cost figures for these 
items indicate that in both the typical and attainable figures hardware 
concerns again have the heaviest costs. In the large concerns the indicated 
typical cost is 8.7% of sales. The indicated average for concerns doing 
a business of $500,000 to $1,000,000 is 2.6%, while among the smaller 
concerns this item of expense rises to an indicated figure of 4%. These 
figures indicate apparently that the small hardware houses operate on a 
large amount of borrowed capital. Small electrical goods houses and the 
large shoe and drug houses also are indicated to have heavy items of 
general expense — in each case the figures running well over 2%. To 
prevent these small items from eating too deeply into the profits, whole- 
salers are paying more attention to classifying their goods, are installing 
cost systems which will indicate at a glance how much has been spent 
on these incidentals, and are giving more attention to methods which will 
reduce selling expense. 



(Firms with Annual Sales of More tjhan $1,000,000) 

Indicated Indicated 

Line Typical Attainable 

Costs Costs 

Groceries 1.6% 1.3% 

Clothing 1.4% 2.0% 

Hardware 3.7% 2.9% 

Shoes 2.7% 2.6% 

Drugs 2.2% 2.2% 

(Finns with Annual Sales of $500,000 to $1,000,000) 

Indicated Indicated 

Line Typical Attainable 

Costs Costs 

Groceries 1.6% 1.0% 

Clothing 1.1% 1.4% 

Hardware 2.5% 3.9% 

Electrical Goods 0.8% 2.0% 

Dry Goods 1.6% 1.6% 

(Firms with Annual Sales of Less than $500,000) 

Indicated Indicated 

Line Typical Attainable 

Costs Costs 

Groceries 1.4% !•*% 

Hardware 4.0% 2.7% ; 

Electrical Goods 2.9% 1.4%..* 
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Thoughtlessness on the part of employees in using 
an occasional stamp for personal mail will soon total 
up to dollars, if such a practice is permitted. "For 
handling stamps in our office," says the manager of a 
wholesale firm which has settled this very problem, 
"we have a simple and effective method. In our 
mailing room a thoroughly competent clerk is in charge 
of stamping and mailing. He keeps the stamp box 
locked. All members of the office force who want 
stamps sign a requisition approved by the service 
manager. 

"When the mail is being sent out, the stamp box 
is placed open on the table and all the boys doing 
the stamping help themselves. When the letters are 
stamped they are counted and checked up with the 
number of stamps remaining in the box. The balance 
of 'stamps on hand' and 'stamps used' is seldom out 
more than a few cents." 

Let's go on to the second of the six divisions — 
cutting office expenses, both in time and in actual 
cash, to the bone. "We formerly had difficulty in 
getting incoming mail sent promptly to the man 
who should see it," an eastern wholesaler says. "Un- 
less a letter obviously was intended for a certain man 
or department, it might wander around half a day 
before it reached the right desk. Sometimes this in- 
convenienced us seriously and caused considerable loss. 

"Much of our trouble has been eliminated by the 
use of small gummed stickers, two inches long by an 
inch and a quarter wide. These stickers are perforated 
half an inch from the top. The part above the per- 
foration is gummed fast to each outgoing letter. A 
notice in this part of the sticker reads as follows: 
'If you use the attached, your reply will take a short 
cut to the right man!' 

/ # -"The attached, or lower part of the sticker, hangs 
*;':« 5r.ee. It is to be torn off by the correspondent and 
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gummed to his reply. It reads thus: 'Shoot this 
letter right to me.' Below is the facsimile signature 
of the man who signs the letter." 

"The plan is sufficiently novel to catch the attention 
of correspondents, and they use the stickers freely. 
We have much less trouble than formerly with im- 
portant replies going astray." 

THIS LITTLE PLAN SAVES TIME AND CUSTOMERS 
APPRECIATE THE SERVICE IT AFFORDS 

In order to give his customers the advantage of the 
lowest shipping rate to be had and save time at the 
same stroke, a middle western wholesaler uses a 
sheet, a portion of which is illustrated in Figure 40. 
This sheet contains a comparative schedule of the 
freight, express and parcel post rates to all principal 
shipping points throughout the country. A glance at 
this sheet shows the traffic men how any particular 
order can best be shipped to save money for the 
customer. This interest in their behalf is appreciated 
by customers and valuable time of the traffic men is 
saved. Similar schedules can easily be made out to 
cover goods leaving any shipping point. 

Unnecessary telephoning may cost quite a bit of 
money. To prevent loss from this source, one whole- 
saler hangs on all the house telephones the card: 
"Each outgoing call costs 2 cents." It is just a 
reminder, and offends none of the employees, and, of 
course, it is little savings like this that help cut costs 
and swell profits. 

Stenographic work has been improved, costs lowered, 
and the output increased, in the office of one whole- 
saler, by a very simple plan. Instead of placing her 
own and the dictator's initials in the lower left corner 
of each letter, according to the usual custom, the 
stenographer writes a number that is so recorded that 
it gives all the necessary information. Thus, the 



FIGURE 40— With "routing cost card*" like this the traffic m 

can tee at a glance the moat inexpensive way to ship. The c 

tomer is better served and time and money are saved. 
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FIGURE 41 — Here's a card that helps to show how much em- 
ployees are really worth. An "efficiency record" like this is kept 
for each employee. The employee's grade is given on the back. 
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number on a certain letter might be 21014. This would 
show that correspondent number 2 dictated the 
letter, stenographer number 10 transcribed it, and 
that it was the fourteenth letter she wrote on that 
day. Each person having correspondence to handle 
is given a number by which he or she is always known. 

"Our employees determine for themselves, by the 
quality of their work, whether or not they can remain 
in our employ/' says the manager of a western con- 
cern. "They also judge themselves for promotions. 
The methods by which we accomplish these results will 
doubtless be of interest to all employers, for there is 
scarcely an executive who is not familiar with the 
waste caused by constant errors and the lack of proper 
attention on the part of employees to their tasks. 

"We have tried several plans for checking the work 
of employees, and our present methods are proving 
unusually helpful. In brief, our plan rates the ef- 
ficiency of employees, taking into consideration the 
various points we find it most necessary to emphasize 
(Figure 41). 

"Tardiness is one error we are especially anxious 
to avoid. At one time we fined our employees 25 cents 
for each tardiness, but complaints caused us to dis- 
continue these fines. Next we tried deducting a quarter 
of a day from their full paid vacation for each late mark. 
The method was fairly satisfactory, and reduced tar- 
diness to a minimum. But because of our desire to 
give our employees liberal treatment in every possible 
way, we have since modified this plan, and we now 
allow 12 tardinesses each year without penalty, 
provided the total time lost does not exceed one 
hour. We impress upon our employees that to avoid 
loss of time at the vacation period, they should aim 
to be at work promptly every day. We allow them 
the 12 tardinesses to cover any little delinquencies 
which they cannot easily explain away. 
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"Each time the employee is tardy he signs a late 
slip (Figure 42) and gives his excuse. This method 
eliminates argument at vacation time. The slip goes 
to the superintendent for acceptance or non-accept- 
ance, depending upon the excuse. 

" The 'lost time' column on the slip is self-explanatory. 
We allow one hour for lunch. The time starts when 
the employee leaves his department, with an allowance 
of three minutes to report to the floor man after 
punching the clock on his return. Too much ' ' gained ' ' 
time leads us to conclude that the employee ate lunch 
hurriedly, and did not spend sufficient time for recrea- 
tion. 

"Besides tardiness, there are, of course, many other 
kinds of errors. Our employees fill in and sign ' ' blunder 
slips" (Figure 43) for every mistake. The manager 
reports daily any complaints that have come to him. 
The delivery department reports delivery complaints 
and other departments send notice of any complaints 
that may have come to them. 

EMPLOYEE'S SMALL ERRORS AND LOST TIME MEANT 
A BIG YEARLY LOSS HERE 

"We also check up our employees on the number 
of passes or purchasing tickets (Figure 44) issued to 
them. We note the time spent, and the amount pur- 
chased. Some have many passes, spend an unneces- 
sary length of time, and buy little. We caution these 
employees to be more considerate of the concern's time. 
This warning usually has the desired effect. Our 
latest record shows an average of three and one half 
passes to each person for the month, with an average 
of 19 minutes spent on each pass to make purchases, 
which amount, on the average, to $1.21. The last 
column on the face of the efficiency record card (Figure 
41) is for special notes. 

"At the end of each month we total the various 
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FIGURE 42 — Whenever an em- 
ployee is late, he signs and turns 
in a slip like this. 



FIGURE 44 — If an employee 

makes a purchase, a ticket like 

this has to be filled out. 
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FIGURE 43 — Any mistake, no matter of what sort, calls for 
filling out a slip like this. The employee at fault must sign it, 

thus acknowledging his error. 
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FIGURE 45 — Cards like this hung on a wall board in one con- 
cern make it possible to tell at a glance what salesmen's samples 

are made and every relative detail. 
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FIGURE 46 — Here's a card that watches file records so they 

don't stray out of bounds and perhaps become lost. It also 

indicates when the file must be returned. 
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record slips and enter the information on this card. 
It takes less than a minute to make out one complete 
record. 

"This plan has been unusually effective in diminish- 
ing errors, and has raised the standard of work for our 
employees." 

Cutting corners on the cost of supplies and stationery 
— the third of the six divisions — also has come in for 
attention from many wholesalers who are fighting rising 
costs by plugging little holes. In certain lines many 
samples of the season's goods have to be provided. 
Samples are costly, since they often must be processed 
on a special basis. A wholesaler found the expense 
running too high. While this happened to be a shoe 
wholesaler the general idea is easily adaptable to other 
lines. 

In order to reduce this expense, a plan board system, 
using cards, was adopted. A sample card is illustrated 
in Figure 45. 

The cards are printed on different colored stocks of 
cardboard, each color indicating one kind of leather. 
The placing of the black triangle on the card represents 
the cut of the shoe. If it is a "bal.," the triangle is 
stamped in the upper left hand corner of the card. 
If it is a blucher, the triangle is placed in the center 
at the top of the card; and if it is a bottom, it is 
stamped in the upper right hand corner. Oxfords 
are indicated by a diagonal line across the card. 

As samples are completed at the factory, the informa- 
tion called for on the card is filled in. One card is 
filed at the factory and a duplicate is sent to the presi- 
dent's office to be mounted on the wall board. The 
department for which the samples are made is shown 
by stamping the word "agency," "store sales depart- 
ment," or "manufacturing department" on the cards. 

This system is fulfilling its mission of reducing orders 
for samples, by showing the various departments at a 
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glance those samples which have already been made 
during the current season. Further, it proves to be a 
valuable time saver. 

Because of insufficient supervision the amount 
spent for stationery in a Western concern was too 
high. The manager investigated and evolved a plan 
for reducing this expense item. His idea was to classify 
very carefully his various kinds of stationery. In 
one class he listed all the forms, memoranda blanks 
and records that were used only within the house. 
In the other class he listed letterheads, statement 
blanks and other kinds of stationery which reached 
customers. On this second class he did not try to 
effect any economy, believing it most important for 
customers to get a favorable opinion of the firm 
through its stationery. 

But in the first class of stationery the manager found 
he could economize severely and with good effect. 
He made several subclassifications. For instance, he 
found which kinds of records were filled in on the 
typewriter, which ones required the use of a pen, and 
which a pencil. 

For the records that were made out on the type- 
writer the manager gave directions to purchase a 
medium grade of coated stock; and he ordered " sec- 
onds/ ' as he found the amount of poor sheets he had 
to throw away did not outweigh the first cost economy. 
For the records to be filled in with a pen a better quality 
of coated stock was purchased. A cheap grade of un- 
coated paper is used for all the records that are filled 
in with a pencil. 

The saving that has been effected by these common 
sense economies has already amounted to several hun- 
dred dollars. 

Paper has recently been a serious item in the minds 
of many men who buy, owing to the rising prices. 
A Cleveland concern has made a worth while saving 
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by purchasing news " print' ' paper by the ream for 
carbon sheets and scratch pads. It is cut and padded 
by the paper company, and proves considerably less 
expensive. 

INEFFECTIVE USE OF PRINTED FORMS IS A REAL 
SOURCE OF WASTE IN MANY FIRMS 

"With the wave of economy sweeping over our 
country in the effort to meet rising costs, wholesalers 
are looking for 'waste/ " says the head of a western 
concern. "I shall tell you of a real waste that is 
being overlooked by all. It is in the purchase and use 
of the printed form. There are few of us who recog- 
nize its full importance. 

"In my opinion every concern should delegate ta 
one of its staff jurisdiction over the method of keeping 
records, the forms to be used, their design, their 
routing, the manner in which they are filed, and how 
they will be manufactured, purchased, and issued for 
use. Although most executives consider printed mat- 
ter of minor importance, they would soon learn that 
this man would save many times his salary in the an- 
nual cost of the stationery alone. 

"To attempt to give a complete description of 
the manner in which savings can be made on the various 
classes of printed matter would be impossible in 
brief space. 

"In a general way, however, the user of printed 
matter needs to watch the following points: 

"1. A complete record of the consumption of 
every form in the group must be kept, and a perpetual 
inventory plan installed to allow the savings to con- 
tinue indefinitely. 

"2. Complete data must be secured as to the 
use of the form and the results derived from its serv- 
ice. This will assist in considering possible changes. 

"3. The form must be designed, not only to fill 
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its requirements in use, but also so that it can be 
handled by the printer economically. 

"4. Departments using the form should be told 
about the manufacturing problems of the printer 
so that they can lend every aid to the purchasing 
agent, that he may prepare specifications that will 
appeal to the printer. 

"If the above rules are followed, purchasing agents 
will be assisted in buying printed forms at lower 
prices, not because they are paying high prices today 
for what they are buying, but because they will be 
able to help the printer save money, and the buyer 
ultimately profits.' ' 

A large concern using 1,000,000 invoices a year 
had these printed in two colors and pen-ruled, on a 
piece of paper weighing 24 pounds to the folio. By 
substituting print ruling for pen ruling, by accepting 
a standard sized invoice one half inch narrower, and 
by purchasing a carload of standard weight paper, 
20 pounds to the folio, at 20 cents less a pound, it 
was able to save 90 cents per thousand on these forms; 
or $900 a year. 

This brings us to the fourth of the six general di- 
visions under discussion— holding down filing expenses. 
Investigation indicates that here is a good vantage 
point from which to drive a wedge into the rising cost 
forces. 

One progressive wholesaler tells how he reduced 
filing costs in the following words: "In our business 
we keep a buxom group of correspondence files. 
All communications regarding a specific subject are 
fastened together and put into a folder. The folder 
has a number stamped on it and is filed in a cabinet, 
files being numbered consecutively. 

"Recently the filing system was reorganized, as 
sometimes one department would request a file, write a 
letter on it, and hold the file until an answer was re- 
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ceived to the letter. Meanwhile, another department 
would request the file, and a futile 20 minutes or so 
would be spent by the filing clerk in the endeavor to 
locate it. Sometimes half a day was consumed in 
hunting before the missing file finally turned up. 
Of course, costs piled up under this system. 

" After much experimentation, a system was de- 
vised by which any file could be located at a moment's 
notice. The record sheet shown in Figure 46 is the 
basis of this system. This is divided into ten spaces, 
each space being headed by one of the digits. Now, 
as soon as a file is handed to anyone, the number of 
the file minus the last figure, together with the initials 
of the person receiving it, are placed in the column 
denoted by the last figure of the file number. 

"For example, suppose Mr. E. Brown obtains file 
number 158742. Under the column headed '2' the 
figures 15874 are placed, and beside them the initials 
'EB.' Mr. J. Bills receives file 159630. Under the 
column headed '0' is placed ' 15963- JB'; and so on. 
Each sheet is dated, a fresh sheet being used each day. 
Then if Mr. Wilson inquires for file 159630, the filing 
clerk, finding that it is not in the cabinet, turns to the 
tracing sheet, runs his finger down the column headed 
'0' and finds that Mr. J. Bills has the file in question. 

"In order to prevent files being held too long by 
various departments, an extension of the system was 
devised. If Mr. Brown wished to follow up corre- 
spondence, he placed on the upper right hand corner of 
the top letter of the file the date on which he wished the 
file returned to him." 

Here's the effective cost-cutting method used by 
another concern, described by one of its officials: 

"It has been our experience that maps furnish 
an unequaled means of exhibiting certain kinds of 
information which are being constantly referred to, such 
as salesmen's routes, the location of each salesman, 
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telephone and telegraph lines, shipping routes, and 
soon. 

"In a constantly developing territory, the main- 
tenance of the maps that may be necessary is often 
an item of considerable expense. In preparing our 
maps, therefore, we were confronted with the problem 
of making them show as much information as possible, 
keeping them posted to indicate the latest conditions 
and doing this at a minimum cost. 

A SIMPLE MAP RACK THAT HELPED TO REDUCE THE 

COST OF CHARTING SALES 

"A method we used to handle them in large numbers 
was to mount them on rollers like window shades. 
We would have a number of these rollers in a box on 
the wall near the ceiling, the idea being that we would 
keep the maps free from dust and out of the way when 
not in use. Our experience has been, however, that 
these racks are not entirely dustproof . 

"Pulling a map up and down also has a tendency 
to wrinkle it. After a year or two it would crack and 
tear, and we would lose the information or find it less 
useful. We would then have to make up a new map 
and laboriously to transfer all the data from the old 
one at considerable expense for labor. 

"In casting about for a more permanent arrange- 
ment, we hit upon what we call the ' silent salesman ' 
device. This is a rack with leaves so mounted on a 
vertical axis that they can be swung about like re- 
volving doors. Racks based on this principle are com- 
monly used for exhibiting different articles on sale 
in stores, such as souvenir postcards or rugs and 
carpets. We decided that by pasting maps on the 
leaves, they would have a solid backing that would 
preserve them indefinitely. We found several firms 
that would make up racks for us. 

"When we got down to the details we found that 
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only a comparatively small part of any territory could 
be seen at one glance, unless the leaves were very 
large. To see any amount of territory, we would 
have to turn the leaves and then we could not com- 
pare them with those we had just been looking at. 
To make the leaves larger, however, would mean 
that more floor space would have to be kept clear for 
swinging them, and reserved for that purpose. This 
was out of the question. 

"We then conceived the idea of having the maps 
mounted on fiber wall board of a convenient size and 
arranged to slide in grooves or tracks along the wall. 
In order that any one of the mounted maps might 
be placed end to end with any other, we needed a 
track for each map. As there were to be 20 maps, each 
measuring 36 by 47 inches, we feared that the tracks 
would extend too far from the wall. But we had them 
made of metal, and required only 13 inches. 

"At the end of the track we built a housing for the 
maps. This was constructed of sheet metal, with a 
door at the far end so the maps could be slid out for 
changes. The maps were mounted on the board and 
coated first with shellac and then with a good quality 
of varnish. 

"To prevent warping, we had a sheet of paper 
pasted on the back of each mount, and this, too, was 
covered with shellac and varnish. The edges were 
bound with nickeKplated steel. The vertical edge, 
which was at the open end of the housing when the 
map was under cover, was made wider than the 
others, so that it would almost touch the edges of the 
neighboring maps when in the case and tend to make 
the housing dustproof . On this edge we had a handle 
placed for each map. 

"Another advantage lies in the fact that the maps 
can be taken out one at a time and corrected while 
other people are using the rest of them. With our 
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old system, the map had to be taken down entirely 
in order to do a good correcting job. The whole 
apparatus was out of service in the meantime. Fre- 
quently a map would be kept out longer than neces- 
sary on account of the inconvenience of replacing it 
in the rack. We have also found that much neater 
drafting work can be done on these maps. As a 
result, a greater amount of information can be placed 
on them, making a more satisfactory record in every 
way. It is of interest to note that the whole outfit — 
housing, tracks, maps, mounting and edges — costs only 
about $200, or $10 per map. 

Now we have considered plans and methods used 
by progressive wholesalers to effect economies under 
the first four of the six general divisions, and will 
take up the fifth — making the repair bill less burden- 
some. 

AS A "STITCH IN TIME—" SO MAKING REPAIRS PROMPTLY 

SAVES MANY DOLLARS 

One wholesaler says that the most important step 
to take in watching repair bills is to see to it that 
repairs are made promptly, as "soft spots" rapidly 
develop into more serious conditions and costs develop 
with them. 

"I learned my lesson many years ago," he de- 
clares. "It was during one of the first years I was 
in business and we were housed in a building that 
had a shingled roof. One of the men reported that a 
part of the roof was leaking slightly. I promised to 
attend to it and then promptly forgot the entire 
affair. A few nights later a violent wind and rain 
storm tore off many shingles and several cases of val- 
uable merchandise were ruined. And so I say, get 
after repairs just as soon as need for them develops. 
Here, as in many other tasks, the ounce of prevention 
again is worth tons of cure." 
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Another wholesaler maintains a repair force of 
his own. It consists of three men and between them 
they usually can make 90% of all necessary repairs. 
These men look after the fireproof fittings of the 
building and also constitute a lt safety first " inspection 
committee. They recommend safety devices that 
seem necessary and this wholesaler says he feels sure 
his plan not only has resulted in lowering repair 
costs but also has saved many employees from at least 
minor injuries through the men's recommendation of 
safety devices. And, as we'll all agree, injuries to 
employees are likely to result in the reverse of lowered 
costs. 

Still another wholesaler has his building looked over 
from time to time by a construction expert and the 
reasonable repairs this man recommends are made 
promptly. This wholesaler says his repair costs have 
been cut fully 25% by this plan. 

Keeping the proper sort of watch on depreciation, 
to go on to the last of our six divisions, presents quite 
a problem to many wholesalers. Buying methods, 
selling methods, rates of turnover, and many other 
factors have a bearing on depreciation. In other chap- 
ters of this book these subjects are covered in detail. 

But, in considering depreciation, there is, among 
others, one point heretofore not touched upon. That 
is, the danger of not allowing a proper charge-off for 
depreciation. 

How a closer study of costs and a better system of 
cost accounting helped one wholesaler to stop a leak 
from this cause is illustrated by a wholesaler who put 
his business in the hands of an expert auditor. 

This auditor completed an examination into the 
affairs of the house in question, and placed his report be- 
fore its head. He had stripped down the book resources 
until they had struck bed rock, and in the inventory he 
carried the equipment at $1. The head of the house, 
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alarmed at the proposed changes, argued that to sub- 
tract so much would impair the credit of the firm at 
the banks. The auditor, however, persisted that his 
charges would, in reality, give the establishment new 
blood and put its activities on a firmer basis. 

He recommended that a lot of "slow stock' ' which 
had been accumulating on the shelves and in the 
warehouse should be sacrificed or inventoried at a 
price much below original cost. Goods in process were 
treated in the same way. An accumulation of $16,500 
in bad debts was summarily charged off the books. 
The depreciation item alone was nearly one quarter 
of the valuation made by the wholesaler. 

When these readjustments were made, the book re- 
sources of the house had been reduced about $70,000. 
The banks and supply houses doing business with the 
concern had no fault to find, however, since the whole- 
saler had voluntarily reduced the credits he needed by 
purchasing on a schedule intended for immediate needs 
only. His office and selling organizations were com- 
pelled to prove their costs, and this resulted in many 
little economies in time, buying, materials, shipping 
and storage. 

In cutting down on minor expenses with methods like 
those described, investigation indicates that the whole- 
saler is using one of his most effective weapons against 
rising costs. Small expenditures, such as those for 
stationery and repairs, do not seem great when com- 
pared with the total sales, but the experience of many 
shows that it is these minor items of expense that often 
help to reduce the constantly narrowing profit margin. 



CHAPTER IX 
CUTTING DOWN ON WASTED LABOR 

GOODS could be sold at 3% less than average 
list prices and the percentage of profits could 
be increased if billing, credit work, and other 
bookkeeping on orders could be eliminated." This 
is the emphatic statement of the manager of one whole- 
sale house. Office expenses in this concern form an 
overhead charge that is practically the same for a 
$5 order as for a $5,000 one. (On page 119 you 
will find detailed costs from a number of lines for 
administrative salaries and wUges.) 

Records show that customers of this house are buy- 
ing in smaller and smaller quantities until the prob- 
lem of reducing the overhead on less than $5 lots has 
become serious. Constant hammering and study 
brought reduced expenses in many operations, but 
each order has to be examined for credit, billed, and 
recorded in the books. 

Added to this tendency on the part of the customer 
to buy more often and in smaller quantities is the in- 
creased expense of labor and supplies. These are 
burdens both the small and the large wholesaler ap- 
parently have to bear about equally in proportion 
to their volume of sales. In smaller houses perhaps 
only half a dozen persons handle the order, while 
in a large house doing business on a national scale 
it may be handled by 50 or 75 persons before it finally 
reaches the files. 

Investigation points convincingly to one funda- 
mental means for meeting rising labor costs — the cut- 
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ting down of wasted effort. Whatever the methods 
taken to lower labor costs they all are based on this 
one fundamental. When wasted motion increases, 
when men are walking and not working, then the 
business is on the decline that may lead to a bank- 
ruptcy court. 

One wholesaler saw that he might cut expenses 
by eliminating wasted time. The order pickers 
had been in the habit of going all over the house 
collecting the articles called for in the orders. 

He issued orders to the effect that each " picker' ' 
was to remain at the desk, and merely direct. Those 
he was to direct were two office boys turned into 
assistants. 

The boys gather the articles as the head "picker" 
calls them out. The goods are checked by him as they 
return with them. 

This eliminates $6 a week work from the duties 
of a $15 man. 

It was estimated that a floor picker walks a mile 
an hour in performing his duty; some eight or nine 
miles a day; about 3,000 miles a year. It counts up 
when you stop to consider that this man was being 
paid at the rate of $15 a week to walk. 
N ^ "Cut the cost of putting orders through the office. 
or we will have to raise the price of our goods and 
that will mean a loss of business/' said the president 
of a wholesale house to his sales and office managers. 
A study of existing methods leads to the conviction 
that more persons than necessary were handling the 
orders. The sales manager applied the pruning hook. 

In fact, the work of cutting down costs in this 
branch of the business now begins with the sales- 
man writing his order in some country store. The 
salesman does not carry an order book, but has an 
order pad of forms (Figure 47), about 914 by 12 
inches in size. Unlike most salesmen, the men work- 
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ADMINISTRATIVE SALARIES AND WAGES 

Administrative salaries and wage expenses are higher apparently among 
wholesale hardware dealers of all classes than among other wholesale 
dealers. Cost figures for wholesale electrical firms having annual sales 
of more than $1,000,000 aire not included here, as the costs in the few 
big syndicate firms might not give a true indication of general costs in 
this line. Careful examination of the detailed figures indicates the Hem 
of wages varies more than the item of administrative salaries. Handling 
hardware, especially engines and machinery, perhaps requires a higher 
degree of skill than handling groceries or shoes, where the work is largely 
mechanical. Because of the technical nature of the product handled the 
wage item also usually is a heavy factor in the cost of doing business 
among electrical firms. 



(Firms with Annual Sales of More than $1,000,000) 

Indicated Indicated 

Line Typical Attainable 

Costs Costs 

Groceries 3.0% 2.8% 

Clothing 4.0 % 3.8% 

Hardware • 7.9% 7.5% 

Shoes 3.2% 2.4% 

Drugs 3.8% 3.0% 

(Firms with Annual Sales of $500,000 to $1,000,000) 

Indicated Indicated 

Line Typical Attainable 

Costs Costs 

Groceries 2.2% 2.3% 

Clothing 3.5% 2.6% 

Hardware 6.2% 5.0% 

Electrical Goods 5.9% 5.6% 

DryGoods 1.7% 1.5% 

(Firm with Annual Sales of Less than $500,000) 

Indicated Indicated 

Line Typical Attainable 

Costs Costs 

Groceries 2.0% 2.0% 

Hardware 5.3% 4.7% 

Electrical Goods 4.9% 4.9% 



ing for this house do not have to copy their orders 
at night. And the order is never copied in the office. 
The original form just as it is dictated to the sales- 
man in the country store is the one to go through the 
office routine and to find its way into the files. 



ti 6 



Order Hal. 



Eaflmoto. 
Mwia 



.Date Sold. 



Print immio and 



ROL 



Pert Oflfeo-FUl In only V daforont fram destination 



Destination. 
Via 



Place of Anal delivery 



Gateway, or tf dsetlnaaoa to Interior town, tho railroad sta&iai 



R.IL 



Print all the routine and only too routfnf hare. 



Credits 



Term 



Cam* of 

Dolay 

Croon 

Cutlery 

Bays 

ToAmnao 



firms 



Tarritorial Manaflor 



Starter 



Order Ctark 



CaHors Sent To Office 



Pricer 



Examiner 



Datea.id Tlmo 



SMpaino, 
Check 



Quantity 



Always Leave a Blank Una for Discounts 
Figure* Shralr Kyitr Dr P'.r.oeJ 



UatPrlrt 



flat 



Salesmen Must Not 
Use Thoso Columna 




FIGURE 47 — Simplifying the office routine begins with the 

salesmen on the road in one hardware house. This order form, 

made out in the dealer's store, is never recopied as a whole. 
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0R0£R CLERK CALLER CHECKER 



























FIGURE 48 — Items to be shipped from the various depart* 
ments are copied off on floor'slips. This enables several depart- 
ments to work on the order at once, thus saving tune. 
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To simplify farther the handling of the order, 
there is a space at the top of the salesman's blank 
for an estimate of the amount of the order in dollars. 
This is for the convenience of the credit man, who 
is thus able to tell instantly how much is involved. 
There are also spaces for the order number and for 
the salesman's name and number. As the order 
goes through the house it is referred to by these 
numbers. 

For handling mail orders the company has a form 
which it sends out to regular customers, similar to 
the salesman's blank, but printed on a distinguishing 
colored paper. This house issues a catalog and in the 
back of the catalog is another order blank with the 
same rulings, with the exception of the spaces for the 
salesman's name and number. This blank is some- 
what smaller, however, to correspond to the size of the 
catalog page. 

These mail and catalog order blanks also go through 
the house without being copied. The sales manager 
estimates that having these forms carefully made 
up so they do not have to be copied saves the company 
thousands of dollars annually in clerk hire. 

HOW A QUICK ORDER ROUTING SYSTEM CUT COSTS BY 

REDUCING OFFICE HELP 

When the order first comes in it is recorded by 
the name of the customer on a long sheet, each sheet 
containing spaces for 50 names. Each one of these 
spaces is numbered and the order is given its proper 
number to correspond with the number of the sheet. 

Now, in this house, as soon as it is registered the 
order goes to the bookkeeper, who has a file of credit 
cards, one for each customer, indexed by states, cities, 
and names. The information on these cards indi- 
cates the standing of the customer and for ordinary 
orders the bookkeeper is allowed to pass on the credit. 
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If the order is large, or if there is any circumstance 
that makes the granting of credit doubtful, the order 
and the credit card are turned over to the credit man 
for further investigation. 

This concern is housed in a seven-story building, 
which serves as office and warehouse. The office is 
on the second floor; goods in original packages are 
kept on the fifth, sixth, and seventh floors; and broken- 
package goods are on the third and fourth floors. 
The shipping room is on the first floor. After the 
order has been approved and checked by the credit 
department and the territorial manager, it goes to 
a clerk, who attaches a shipping tag indicating the 
route over which the goods are to be shipped. Four 
girls then handle the order, indicating after each 
item the floor on which the original package may be 
found. All the items for one floor are then copied 
off on floor slips like the one shown in Figure 48. 
The top of the back of these floor slips is carbonized, 
so the heading of the. shipping tag can be written at 
the same time. Below this is a complete list of the 
goods to be found on this floor, as shown in Figure 49. 
The buy-outs and pick-ups are copied off on another 
sheet for the purchasing department. 

Each original order with the shipping tag, the floor 
slips, and the purchasing department sheet attached, 
then goes to another clerk, who checks the original 
order against the forms. So far the order has either 
been passed from one desk to another or carried by 
office boys. 

Next the original is sent to one of the floors on 
which broken lots are kept and the floor tags are 
sent to their respective floors through pneumatic 
tubes. As they are sent through the tubes they are 
stamped with a block number. That is, all orders 
up to 9 o'clock in the morning are marked "1," all 
orders received between 9 and 10 are marked 




FIGURE 49 — Here is shown the reverse side of Figure 48. A 

list of every item is printed en the slip to save the time of the 

copy clerk in finding out what department the goods go in. 
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FIGURE 50 — One wholesale house provides space an its sales 
sheets in the upper left hand corner far an analysis of the stand- 
ing of the customer. This saves time for the credit man. 
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FIGURE 51 — Enough mimeograph copies of the salesman's 

order ore made so one can be sent to each department in the 

warehouse where the goods ordered are to be found. 
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FIGURE 52— When all the goods ordered are not in stock this 
house has the missing items copied on future shipment memo- 
randa slips. These slips are held until the order can be filled. 
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"2," and so on. This insures their being filled in 
rotation and prevents an order received at 10 being 
sent out before the 9 o'clock orders are filled. 

The entire series of operations described above 
takes less than half an hour. How the goods are 
arranged and how the orders are filled and shipped 
in the stock and shipping rooms of this and other 
concerns is described in following chapters. 

As soon as the broken package goods have been 
assembled and packed, the original order is brought 
back to another office on a moving belt from the pack- 
ing room and the receipt is written and the order 
checked. The order, which has been put in stiff covers 
in the stock room, is then dropped down a chute 
to the second floor office, where the prices are put 
on, the back orders checked, a sheet advising the 
customer the order is being shipped is made out, the 
prices are examined, the order figured, billed, checked 
with the bill, the invoice mailed, and the order filed. 

ONE SMALL WHOLESALER FINDS THIS PLAN FOR ORDER 

HANDLING PROFITABLE 

Although this company handles hundreds of orders 
every day it is able to ship more than 80% of its 
orders the day they are received and about 75% 
of the original orders are in the file the same .day. 
Sometimes the order has to be held for buy-outs, but 
it is seldom delayed more than one day. 

A wholesaler doing business in a 75-mile radius 
from a town of 40,000 in the Middle West has adopted 
a similar system in his office, reduced to suit his 
volume of business. 

Many of the orders received by him are made out 
by the local sales force or are received over the tele- 
phone and made out by clerks. Each order is num- 
bered and passed upon by the credit manager. It is 
then entered on the books and sent to the stock 
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room for the less than package lots to be assembled. 
From there it is sent to the warehouse, which is 
on the opposite side of the street from the main build- 
ing, and the original package goods are brought 
together. 

The order is returned to the office, checked, priced, 
bffled, and the invoice and receipt made out. This 
company takes pride in the speed with which it handles 
/orders and the service it is able to render customers. 
^ As it does business within 100 miles of a large dis- 
tributing center, it has to emphasize its service feature 
to hold trade. 

A wholesaler in Chicago handles his orders in 
a different manner but none the less effectively. An 
order received from a salesman goes first to the credit 
department for inspection. Spaces are provided on 
the sales blank for showing how much the customer 
owes, how much is due, the limit of credit, and the 
terms of the sale. This blank is shown in Figure 50. 

Next the order goes to the back-order department, 
where it is checked over to see if any goods, previously 
ordered are to be shipped with it. Recently this has 
been important, as a scarcity of goods often makes 
it impossible to fill all of an order the day it is received. 

For the same reason it is important for the city 
buyer to check the order for buy-outs and pick-ups. 
This buyer has a complete list of the goods on hand 
in the warehouse and is able to tell at a glance whether 
every item on the order can be supplied from stock. 

Country orders then go to the route file clerk. A 
rack on a big table before this clerk contains a card 
for every city and town in the country to which the 
company ships, and the names of the railroads over 
which the goods must travel to reach this town. If 
a customer wants his goods shipped in a special man- 
ner this is indicated in the file by a red card. The 
clerk marks on the order the route the goods are to take. 



ADAMS ELECTRIC COMPANY 

ELECTRICAL JOBBERS 
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FIGURE 53 — By means of this invoice form and its duplicates, 
one wholesaler is able to get his invoices and bills out to custom- 
ers the same day the goods are shipped. 
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Flexible Steel Co n du i t 
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RETURNED GOODS 

Customers wishing to return goods for any reason whatever win please take the matter up with us and get our 
permission before doing so. 

We, of course, expect to rectify our own mistakes. When die mistake is not ours and permission U given to return 
* goods, it will be with the understanding that goods must be returned w good order,prenaid and that an adequate ssr> 
vice charge of not lass than 10% win be deducted from the credit. 



FIGURE 54 — This notice to purchasers, printed on the back 
of the form shown in Figure 53, reduces correspondence by call- 
ing attention to discount terms and the company's policy. 
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OF ORDER 

ADAMS ELECTRIC COMPANY 

ELECTRICAL JOBBERS 
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CATALOG 
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SHIPPED 



PRICE 
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FIGURE 55 — If the order is shipped complete this yellow 
acknowledgment form, a carbon of Figure 53, is used as a pack- 
ing slip. If only part of the order is shipped this form is mailed. 
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FIGURE 56 — Boys copy the items from each order on this stock 

form. As fast as the goods are assembled and checked out the 

items are entered on perpetual inventory forms. 
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As in the case of the wholesaler mentioned in the 
first part of this chapter, different classes of goods 
are kept on different floors in the warehouse. A floor- 
marking clerk indicates after each item the number 
of the floor and the department in the warehouse 
where the goods are to be found. The order is then 
given a serial number. 

ALL DEPARTMENTS WORKING AT ONCE ON AN ORDER 
MEANS QUICKER SHIPMENTS 

Copies of the entire order are made by the mimeo- 
graph process, enough copies being made to send 
one to each floor in the warehouse upon which goods 
for the order are to be found. These slips (Figure 51) 
are sent to the warehouse every 30 minutes through 
pneumatic tubes. Any part of the building can be 
reached in 12 seconds. The containers with the slips 
go to a central station on the top floor of the building 
and are transferred there into another tube that takes 
them to their destination. Under the old method 
of sending the slips by boys it sometimes took 20 
minutes to get from one department to another. 

While the goods are being assembled from the 
floor slips the original order stays in the office and 
is gone over by the reviewing clerk, who checks it 
for quantities, qualities, and prices. The bill clerk 
makes out a skeleton invoice. 

As soon as the goods are assembled in each de- 
partment the floor slips are sent back to the office. 
These are received by a clerk, who files all the slips 
for a single order in one place. When they are all 
back, indicating that all the goods have been as- 
sembled and sent to the shipping room, the slips 
are checked with the original order. 

If, for any reason, the stock room was not able to 
furnish any item, the fact is indicated on the slip 
by a red cross after the item. This cross is transferred 
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to the original order, which goes to the back-order 
department, where these items are taken off on a 
future shipment memorandum slip (Figure 52) and 
held for future delivery. 

Although the average order is filled and the goods 
shipped within two hours after it is received, it is 
sometimes 10 days or two weeks before the original 
order is filed. After the goods are sent and billed 
the order goes to the statistical department, where 
the cost, and profits are figured. The advertising 
department receives the order and checks the quantity 
of sales of the company's private brands in each terri- 
tory and compares this record with the advertising 
in the territory. The order must be checked by the 
general manager before it can finally be filed. 

A Grand Rapids, Michigan, firm gets its invoices 
out to its customers the same day the goods are shipped 
by using a carefully worked out set of four forms. 
The white invoice is ruled as in Figure 53 and carries 
a list of the company's staple lines on its back (Fig- 
ure 54). The first carbon, a pink form, is for the 
shipping room. Figure 55 is an acknowledgment 
and is used as a packing slip if the order is shipped 
complete. If the order is not shipped complete the 
acknowledgment is mailed to the customer with all 
information as to the disposition of the order. The 
f ourth copy is made on a plain sheet of bright yellow 
paper punched to fit a looseleaf file. 

Copies of the customer's order are made on the 
white invoice form. The white and yellow copies 
are filed with the billing clerk and the pink copy is 
sent to the shipping room. Items shipped are then filled 
in by the shipping clerk and returned for pricing 
to the billing clerk. After pricing and extending 
this pink copy is attached to the white and yellow 
copies and sent to the billing clerks for completion, 
according to the pink copy. 
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White copies go to the customers, yellow copies 
to the posting file, and the pink copies to the reference 
file. These are filed separately for each customer. 

Numbered stock orders similar to Figure 56 are used 
in duplicate by the stock men to assemble orders and 
to make entries on the perpetual inventory. 

Thus, by using more forms or less forms, improving 
stock arrangements, installing speeding-up equipment, 
and paring the payroll down to a point where it 
produces the most work for the least expenditure, 
many wholesalers are partly helping to keep their 
businesses above the rising tide of costs which threatens 
to engulf them. 



CHAPTER X 
WAYS TO SPEED UP THE SHIPPING ROOM 

IN less than 15 minutes after an order for 18 or 20 
ordinary items has been turned in by a city sales- 
man for one wholesale concern the goods are packed 
and loaded on a truck ready for delivery. Many 
orders, of course, are made up and placed on the 
floor of the shipping room in much less time. As 
many as 600 orders have been put through in one day. 
This is the record made through a comparatively 
simple system devised by a former employee of a 
wholesale house after he and a partner had gone 
into business for themselves. 

It is systems, plans, and methods like this that are 
helping many wholesalers keep down packing and 
shipping costs. Investigation indicates, moreover, 
that these costs are no exception to those covering 
other items encountered in the wholesale business. 
All are rising as the cost of labor and packing material 
steadily mounts. A study of the cost figures on pack- 
ing and shipping expenses on page 135 will convince 
every wholesaler that here, also, there is need for 
caution, for the exercise of sensible economy, and 
for a close watch lest these items develop leaks which 
may imperil the seaworthiness of the business ship. 

In many concerns it was found that the length of 
time necessary to handle goods in the broken-package 
department results in a labor cost altogether out of 
proportion to the profit returned under present methods 
of selling. An investigation completed recently by 
the California Wholesale Grocers' Association shows 
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that it takes longer and costs more to put up, ready 
for shipment, $75,000 worth of goods in miscellaneous 
broken packages, than to get ready $425,000 worth 
of goods in original packages. 

A wholesale firm doing an annual gross business of 
$500,000 was used as the basis of the investigation. 
These figures were obtained in a test made through 
an expert packer, and it is estimated that at least 
25% should be added in applying these figures to an 
ordinary packer. 

In the calculations that follow, floor space, empty 
boxes, light, heat, and so forth, have not been taken 
into consideration. 

Time was taken on a large number of employees, 
but one man's work only is covered below: 





Total Order 




Original Packages 


Broken Packages 


1st 


$ 12.52 


Amount 


$ 11.99 


$ .53 






Time 


4 Min. 


16 Min. 


2nd 


$ 10.85 


Amount 


qp 0.00 


$ 5.30 






Time 


5 Min. 


10 Min. 


3rd 


$ 36.28 


Amount 


$ 32.34 


$ 3.94 






Time 


15 Min. 


25 Min. 


4th 


$232.83 


Amount 


$208.71 


$ 24.12 






Time 


40 Min. 


38 Min. 


5th 


$ 19.02 


Amount 


$ 18.40 


$ .62 






Time 


10 Min. 


12 Mm. 


6th 


$119.87 


Amount 


$106.17 


$ 13.70 






Time 


20 Min. 


28 Mm. 


7th 


$176.82 


Amount 


$102.34 


$ 7.48 






Time 


25 Min. 


30 Min. 


8th 


$ 40.65 


Amount 


$ 32.47 


$ 7.18 






Time 


15 Min. 


22 Min. 


9th 


$ 31.69 


Amount 


$ 30.14 


$ 1.55 






Time 


13 Min. 


7 Min. 


10th 


$ 21.22 


Amount 


$ 13.03 


$ 8.19 






Time 


3 Min. 


20 Min. 


11th 


$ 16.24 


Amount 


$ 13.84 


$ 2.40 






Time 


3 Min. 


10 Min. 
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The table indicates that: $75.01 in broken pack- 
ages took 218 minutes to pack ready for shipment, 
and $574.98 in original packages took 150 minutes 
to pack ready for shipment. 

Or, in other words, it took 68 minutes longer to 
put up the $75 worth in broken packages than the 
$575 in the original packages. Thus, figured at 25 
cents an hour for this man, it cost 88 cents to prepare 
the broken packages and 63 cents to prepare the ori- 
ginal packages. Or, it cost 63 cents to put up original 
packages to the amount of $575, and to put up the 
same amount in broken packages would cost $6.75. 
This is 10 1-5 times more, or an increased cost of $6.12. 

These figures are surely startling and it is but f au- 
to say that the broken-package room in which this 
investigation was made contained no soap, no sugar 
except powdered, no canned vegetables, no tobacco, 
no dried fruits, and very little canned fruits— in short, 
but a small investment in broken package goods. 

On a basis of profit every broken package sold in the 
above memorandum carried an additional cost of 3 cents 
a dozen on goods selling at 50 cents up to $1 a dozen. 
It can be seen that with practically 10% added to 
the selling price it did not cover the labor cost alone, 
to say nothing of figuring boxes, filling, light, heat # 
and the many other dangers of miscount, breaking 
of goods in handling, loss in weight, and other items. 

HERE ARE THE BEST METHODS FOUND BY WHOLESALERS 
FOR REDUCING SHIPPING COSTS 

The most successful methods for holding packing 
and shipping costs down used by the 387 wholesalers 
reached by the investigation are described in the 
pages that follow. These methods fall naturally into 
three general divisions, and it was found that, more 
often than not, most successful wholesalers had given 
close attention to all three, which are: 
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PACKING AND SHIPPING COSTS 

From these figures it is apparent that packing and shipping costs run 
higher in the shoe, electrical, and hardware lines, than in dry goods, 
groceries, drugs, and clothing establishments. Many shoe wholesalers 
are also manufacturers, and much of the high shipping cost in this line 
comes from the necessity of providing boxes for each pair of shoes. Bulky 
goods, such as in the electrical and hardware lines,, naturally create a 
larger shipping expense. The figures for large wholesale drug concerns 
indicate a fairly high expense probably due to the great care necessary in 
handling these goods and to the increasing number of small, mixed orders. 



(Firms with Annual Sales of More than $1,000,000) 

♦Indicated Indicated 

Line Typical Attainable 

Costs Costs 

Groceries 0.5% 0.3% 

Clothing 0.4% 0.3% 

Hardware 1. % 0.9% 

Shoes 1.1% 0.7% 

Drugs 0.7% 0.5% 

(Firms with Annual Sales of $500,000 to $1,000,000) 

Indicated Indicated 

Line Typical Attainable 

Costs Costs 

Groceries 0.5% 0.2% 

Clothing 0.4% 0.3% 

Hardware 0.7% 0.8% 

Electrical Goods 1.1% 0.7% 

Dry Goods 0.4% 0.2% 

(Firms with Annual Sales ' * Less than $500,000) 

Indicated Indicated 

Line Typical Attainable 

Costs Costs 

Groceries 0.3% 0.2% 

Hardware 0.6% 0.5% 

Electrical Goods 0.9% 0.5% 



1. Order forms, tickler forms, or check-up forms — 
almost every wholesaler has a different name for 
them. These act as tracers or automatic check-ups 

♦Typical percentages given in this book are averages of the most carefully com- 
piled cost figures given to the Bureau by dealers in the four classes indicated. 

Attainable percentages are averages based on the costs of the most effectively 
managed and successful concerns picked from the entire group from which the 
typical percentages were obtained. 
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on orders, speed them up, and prevent workers and 
merchandise from "loafing on the job." 

2. Departmentalization, concentration, and arrange- 
ment of stock designed to give the greatest speed in 
filling orders with a minimum of effort. 

3. Better methods of getting the goods out of the 
warehouse and on railroad cars or boats or motor 
trucks, whichever one is the means of transportation 
for the next stage of the journey. 

In taking up the first of these methods — tracing the 
progress of the order through the warehouse to see 
that it does not "loaf" — let us go back to the concern 
mentioned at the start of the chapter. 

Two kinds of orders are handled by this concern — 
one for customers making their own deliveries, and 
one for delivery by the company. Items are listed 
in duplicate on forms for the former (Figure 57) or 
"waiting" order, while quadruplicate forms are pro- 
vided for the latter (Figure 58). The duplicate of 
the "waiting" order goes to the customer with the 
goods. The different prices for the different kinds 
of orders are given in a booklet which is described in 
Chapter VII. 

A blank sheet is provided in the quadruplicate set 
of forms. On this sheet are listed the items ordered. 
A clerk clips these items apart and "shoots" them 
through pneumatic tubes to the proper floors. Each 
clipping, of course, carries the number of the order. 
There they are distributed to departments. The or- 
der is made up at once and sent to the shipping room 
on the main floor by an electrical carrier for light 
packages and an elevator for bulk goods. Orders for 
immediate delivery are transported by hand trucks 
to waiting vehicles. Waiting orders are set apart in 
sections on the stock room floor, each section being des- 
ignated by a number which corresponds with the num- 
ber placed on the packages by the warehouse clerks. 
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FIGURE 57 — A grocery company carries out its three-price 
schedule to the extent of having different forms for sales under 
different terms. This red sheet indicates the customer will call. 
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FIGURE 58 — This white form shows that the goods are to be 

delivered collect. These colored forma correspond to the three 

prices illustrated in the bulletin in Figure 39. 
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This company has established three sets of prices — 
one for cash items delivered by the customer, one 
for net cash c. o. d., and the third for credit with 
delivery optional. These prices have been designed 
as "red," "white," and "blue" respectively. Allow- 
ances are made for cartage. 

For example: The "red" price on a certain kind 
of cleanser is $8.75 a gross, the "white" price $8.90 
and the "blue" price $9.10. "We are not cutting or 
boosting prices at will," said the wholesaler, "but 
we believe in taking care of the expense of keeping 
the books, required with a credit system, and also 
the cost of making deliveries. We estimate that it 
costs us $1 every time we open a charge account, 
figuring all items except heat, light, and rent." 

HOW ONE CONCERN USED COLORED FORMS TO HELP 
SPEED UP THE HANDLING OF ORDERS 

The work of handling these different kinds of or- 
ders has been speeded up by the use of colored forms 
which correspond with the price color. Although the 
ledger printing is the same on each form, designations 
are made in gold type as to whether it applies to 
"waiting" or delivery, cash, credit, or collect sales 
(Figures 57 and 58). At the head of each original 
form spaces are provided for marking the amount 
of the sale and the amount of profit in each depart- 
ment. Thus, if a bill of goods were purchased from 
Department C, the amount, say $20, would be placed 
in the upper C spaces, and the profit, say $2, directly 
below it (Figure 59). 

Increased speed in handling orders, a reduction 
in the number of errors and wrong shipments, and a 
resulting cutting down of shipping costs, were made 
by a simple order form adopted by a wholesale house 
located in Salt Lake City. This form is shown in 
Figure 60. Across one end are spaces for the name of 
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FIGURE 59 — If the form U blue the shipping cleric knows the 
customer will call for the goods and that he is to receive them 




FIGURE 60 — After mistakes and losses due t 
handling orders had eaten into the profits this form was d 
to insure an absolute check on each employee a 
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FIGURE 61 — By combining the functions of sales sheet and 
shipping order in one form, this firm was able to handle its in- 
creasing business without extra help. 
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FIGURE 62 — A packing slip is made out when each order is 

copied. This is double checked and shipped With the goods, 

thus giving the customer a checSL 
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each person who handles the order, with the date and 
the time of day the order was passed on. 

Only the one form is used and when it has gone 
through the office, stock room, shipping room, and 
back to the office, it is possible to trace its course 
exactly and at once to place the blame for any errors or 
delays. 

Recently a western concern found that its shipping 
and warehouse methods were inadequate for handling 
the increased volume of business. After much study 
the company worked out a system of handling orders 
which has as a basis one main form, called the shipping 
order (sales sheet), and several related forms for use 
in the different departments. 

This shipping order (sales sheet) (Figure 61) and the 
packing slip (Figure 62), are sent to the warehouse as 
soon as properly registered in the office. When all 
the goods called for have been assembled and checked, 
the packer puts them in the boxes and nails up the 
packing slip with them. As soon as the container is 
closed it is weighed and the kind of container and its 
gross weight are noted on the form on the reverse 
side of the shipping order (sales sheet) (Figure 63). 

This sheet is then forwarded to the office, where all 
goods shipped are properly priced and extended, and the 
customer's invoice and posting records are made. Any 
items back-ordered are copied from the shipping order 
(sales sheet) to a back-order form, a copy of which is 
mailed to the customer with the invoice for the goods 
shipped. On the back-order form information as to 
the probable date of shipment of goods back-ordered 
is noted. 

The shipping order (sales sheet) goes to the statistical 
department, where the goods shipped are costed and 
classified and the daily report of sales, costs, and gross 
profit on each class of goods is compiled. These daily 
reports are then used as a basis for a monthly report* 



142 CUTTING OVERHEAD EXPENSE 

In addition to the shipping order (sales sheet) there 
is a form with the same basic rulings known as the 
"customers copy," which is shown in Figure 64. It 
will be noticed that in place of the rulings for packer's 
checks and credit information in the corners, and the 
rulings for the profit and loss figures on the right hand 
side of the shipping order (sales sheet), the customer's 
copy contains statements of the service the company 
is prepared to give. The back of this sheet contains 
a brief statement of the lines carried by the company. 

Another form similar to the customer's copy, but 
bearing the words "office control" at the top, is matched 
with its corresponding shipping order (sales sheet) and 
then filed in the customer's order file. For the con- 
venience of the sales manager in following up the sales- 
men and customers, another copy of the order is made 
on plain heavy stock, bearing only the words "sales 
manager's copy" at the top. The salesman is pro- 
vided with a similar form. All these forms are punched 
uniformly for filing in looseleaf systems. 

HOW KEEPING TRACK OF TRANSFERS OF STOCK KEEPS 
THE COST CHARGE IN THE RIGHT PLACE 

The second of the three general divisions of methods 
— arrangement of stock that makes for effective ship- 
ping at lowered costs — has been the subject of careful 
study by many dealers, who have devised plans with 
which to accomplish the result desired that are mighty 
factors in putting the big balance on the right side of 
the ledger. 

One house on the Pacifio Coast has worked out a 
successful method of arranging the stock by depart- 
ments which speeds up the handling of orders and pro- 
vides a basis for the classification of costs. The busi- 
ness is divided into five subdivisions, as follows : 

1. Drug department, in which drugs, chemicals 
pharmaceuticals, and patent medicines are handled. 



PACKER'S WEIGHT AND COUHTOF CONTAINERS 



FIGURE 63 — On the back of each original shipping order -sales 

sheet is a form for the packer to check the number of packages 

making; up the order and the weight of each. 
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FIGURE M — One carbon of the order is made on this "cus- 
tomer's copy" form and Is mailed as an invoice when the goods 
are shipped. A duplicate is filed in the shipping department. 




FIGURE 65 — In order that 'each department may bear its share 
of shipping end overhead charges this blank is used. 
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FIGURES 66 and 67 — Sales and purchases are segregated by de- 
partments on these two forms by one concern. This enables the 
company to keep a check on the overhead in each department. 
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2. Sundry department, containing sundries of all 
kinds and proprietory toilet articles. 

3. Soda fountain department, including soda foun- 
tain supplies and store fixtures. 

4. Cigar department. 

5. Manufacturing department. 

Each of the departments is charged with its in- 
dividual direct expense and the overhead or indirect 
expense is prorated, partially on the basis of sales, 
partially on the basis of floor space, and partially on 
the basis of stock carried. These overhead expenses 
include shipping and warehouse charges, delivery 
charges, and such overhead expenses as rent, insurance, 
taxes, heat and light, and officers' salaries. 

Transfer of goods from one department to another is 
made through department transfers similar to the one 
shown in Figure 65. A supply of these forms is kept 
by each department manager, and they serve to keep a 
close check on movements of stock. Overhead charges 
may be apportioned more correctly because each de- 
partment can be charged according to the amount of 
stock on hand and to the total volume of sales. 

Close records of all shipments and of all incoming 
freight also are kept by means of the forms shown in 
Figures 66 and 67. Provision is made on these forms 
for a classification of each purchase and shipments from 
each department are carefully listed. 

We have now covered two of the three general di- 
visions of methods enumerated and will go on to the 
third — getting the goods out of the warehouse and on 
to their next means of transportation in the quickest 
and most effective way. 

Chief among the plans which have been adopted to 
expedite the movement of goods from the warehouse to 
the cars is the "less than carload lots" trap service used 
in several large and small cities. The trap car elim- 
inates cartage because the wholesaler is enabled to load 
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goods on his switch track and the car is then taken 
over the connecting lines to the outgoing freight sta- 
tion. 

Throughout the central manufacturing district in 
Chicago the minimum trap car load is 6,000 pounds. 
In other parts of the city it is 10,000 pounds. This 
system has proved its value by the quicker dispatch of 
commodities, which gave lower costs because of the 
elimination of drayage. 

Up to a short time ago one wholesale house was 
able to ship four fifths of its orders on the day they 
were received and to bill three fifths of them. 

Good dockiAg facilities, as well as a siding running 
through the warehouse,, gives this company every ad- 
vantage in speeding up shipments. Running through 
each aisle in the shipping room is a track set into the 
concrete floor. Loaded trucks brought down from the 
different departments on elevators are run on to these 
tracks and the goods are taken to the section where the 
Order is being assembled. As soon as all the items are 
together and the order is checked the entire shipment 
is placed on a truck. 

When several of these trucks are loaded, an electric 
car, operated on the principle of the electric automo- 
bile, gathers up a train load of the trucks and hauls 
them to the railroad siding or pushes them onto the 
boats. Goods leaving this warehouse as late as 4 in 
the afternoon are sure to go out of the city that night. 

Now, perhaps you may think some of these tested 
methods don't seem practical for your business. Some 
of them may sound too much "big city." Or some may 
seem designed for a smaller business than yours. But 
out of them, by adapting and fitting to your own par- 
ticular problems, you probably can get the same cost- 
cutting and business-getting results secured by the 
successful wholesalers who already use them to beat 
down ever rising costs that cut greedily into profits. 



CHAPTER XI 
SAVING MONEY IN HANDLING STOCK 

A FTER only two weeds' experience in the office of 
A\ a wholesale concern a boy walked into the stock 
^ ^ room and picked up more than twice as many 
orders in a day as the best stock room men in the com- 
pany's employ ever had done. These men had been 
with the company for years and knew every item in 
the stock. The boy hardly knew a switch from a gen- 
erator and yet he picked more orders and made fewer 
mistakes than the older employees. His remarkable 
record is explained by the fact that he had spent his 
two weeks in studying the stock classification system 
the company had just installed. The other stock men 
were depending on their memory and had not studied 
the new system. 

While, of course, the labor cost on handling stock is 
included in the cost figures given in Chapter X (page 
135), it was found that the many methods used in 
this work deserved more space than could be allotted 
without providing a separate chapter. 

Going back to the company just mentioned, it carries 
about 10,000 items in stock constantly. The pressure 
of continually rising costs forced a closer inspection of 
stock room methods. Checking the filled order against 
the original and against the office price list revealed 
losses from carelessness amounting to $150 in one week 
and $120 in another. Determined to put an end to 
such a bad record, the auditor devised a plan which 
has not only prevented losses and wrong pricing, but 
which serves as a perpetual inventory of every item. 

147 
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An order coming into the office is checked for credit 
and copied with duplicates for the stock room and ship- 
ping room. In this concern the stock room man checks 
the order for buy-outs and pick-ups. All the items of 
the order are brought to an assembling bench by boys. 

Each aisle in the stock room where the broken pack- 
ages are kept is lettered, and each bin in the aisle is 
numbered. At the end of each aisle is a directory 
showing what is in each bin in the aisle. Each item 
of stock has a number, A large card bearing a distin- 
guishing letter hangs from the ceiling over each aisle. 
One complete directory of all the stock is kept in the 
stock room and another in the office for use in pricing 
the goods. 

In each bin in the stock room there is a stock card, 
which identifies and keeps a perpetual inventory of 
the stock in that bin. This is shown in Figure 68. 
On this card are shown the number of pieces received, 
the date, the number taken out from time to time, and 
the number left in stock. By looking at the card the 
pick-up man can tell at once whether the item is in 
stock. He does not have to stop to check the stock in 
the bin. 

This card also bears the sales price and a figure indi- 
cating the allowed discount. All orders are priced out 
from the prices on these stock cards. How these prices 
are checked will be described presently. If the bin is 
crowded and some of the stock has been moved to an- 
other bin, this fact is noted on a bright red card hung 
on the side of the bin, where it will be sure to attract 
attention. 

In handling incoming stock the form shown in Fig- 
ure 69 is used. This yellow form shows the kind and 
quantity of goods, the number of packages, and the 
condition in which they were received. The invoice 
is attached to the form and the whole filed as a part of 
the permanent record. A cost card carrying a record 
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FIGURE 68 — A perpetual inventory card hanging at the side 
of each bin in an electrical warehouse shows the kind and amount 
of goods in the bin and the price at which they are to be billed. 
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FIGURE 69 — As a guide to the purchasing department in one 
concern a receiving memorandum is filled out and filed attached 
to the invoice, thus forming a permanent record of goods received. 
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FIGURE 70— A purchase record aid is kept for cadi item of 

stock and forma part of the perpetual ia te ulx i record shown 

in Figure 68. 




FIGURE 71— Mistakes seldom occur in an electrical goods wire 

concern because this order ticket is checked by the cost clerk and 

the cost is figured on the tir*"-* hefore the order rocs out 
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of all purchases for each item, shown in Figure 70 
helps in keeping a perpetual inventory. In the upper 
right hand corner is the place for the stock number. 
Each of the 10,000 or more items has its own number. 
For incoming goods returned from customers a form 
similar to Figure 69 and printed on pink stock is used. 
Two other forms are used as memorandum cards of 
incoming parcel post and freight shipments. 

A PERPETUAL INVENTORY SAVES TIME AND MONEY 
IN THIS STOCK DEPARTMENT 

When one item on an order happens to be lacking , the 
man assembling the goods looks on the directory card 
at the end of the bin to see if any other article can be 
substituted. He can easily tell this, for items of a like 
nature are grouped together on the sheet and any item 
can be substituted for another item in the same group- 
When the order is collected and packed the bill is 
made out in triplicate and each item is checked off. 
The company keeps the original, a blue form. The 
first carbon, a pink form, and the second carbon, a 
yellow form, go with the order. The customer keeps 
the pink form and signs the yellow one and sends it 
back. This acts as a receipt and saves all the labor and 
expense of sending out a separate receipt to be signed. 
Careful check is kept on both the quantity and price 
of the articles shipped. The cost clerk rechecks all 
order tickets (Figure 71) after they have been filled 
and priced out against the stock card, noting any errors 
in quantity or description or pricing, at the same time 
recording on the ticket the list price and symbol dis- 
count. From this data the cost is figured on the ticket 
of outgoing stock. 

In this way mistakes almost invariably are caught 
before the goods reach the customers. In one case 
soon after the new system was established it was found 
that several thousand pieces of an article which should 
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have been priced at 47 cents had been sent out, under 
the old system, priced at 21 cents. The discovery of 
this one error stopped a leak which was losing more 
money for the company every month than the entire 
new system cost. A record of each order is now kept 
in the office when it is sent to the stock room, and if the 
stock slip does not come back in a day or two, it is 
looked up, thus preventing any delay from lost orders. 

Only broken-package goods are kept in the stock 
room. On the upper floors of the building where the 
original packages are stored a similar plan is used to 
keep track of stock. All packages of a similar kind of 
stock are kept in one definite place. The floors are 
divided into departments and the aisles in each depart- 
ment are numbered. A card much like the bin card in 
the stock room is placed on top of each pile of goods. 

When the warehouse man removes or adds any goods 
he notes the amounts on a card. This gives a perpetual 
inventory of the original packages. A chart of each 
floor is kept in the office, so the proper location of each 
item can be marked on the card before it is sent out to 
the warehouse. 

In speaking of the new system, an official of this com- 
pany enumerated the following advantages : 

1. It allows a correction of errors on tickets 
before the customer's bill is mailed, and thus 
avoids issuing corrected bills. 

2. Positive identification and proof of the 
proper articles being shipped are assured. 

3. A comparative check on resale prices as 
shown on the stock card, correcting errors and 
preventing their repetition, is obtained. 

4. A comparative check is possible on purchase 
prices as shown on the stock card, permitting a 
correction of errors in prices and quantities or- 
dered. 

5. A daily visual inspection of all stocks from 
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which shipments were made the previous day can 

be made by the cost clerk. 
6. More exact cost values can be obtained with 

less expenditure of time. 

This company uses no mechanical aids in handling 
its goods in the stock room and the warehouse. In 
one wholesaler's warehouse, however, it has been found 
advisable to employ mechanical aid in getting the orders 
through quickly, owing to the bulky nature of the com- 
modities. Moving belts, escalators, and electric tram 
cars form part of the equipment in this warehouse. 

THIS PLAN HELPS STOCK PICKERS GATHER ORDERS FROM 
ALL DEPARTMENTS AT THE SAME TIME 

When an order reaches the stock floor it is fastened 
between heavy pasteboard covers by a spring clip 
riveted to one cover. These covers protect the order 
and facilitate handling. The stock man places the 
order on a truck and goes to the different departments, 
picking up the goods indicated. Each item on the 
order which is to be found on that floor is marked with 
the floor number. 

Before the goods are assembled, however, the order 
is marked "ship today" or "ship later," according to 
whether or not it has to be held for buy-outs and pick- 
ups. The box label for the packer is made out and 
the section of the shipping floor to which the goods are 
to be sent is indicated. This is necessary, for the 
original packages forming the other items of the order 
are being collected at the same time and will be sent 
to the same shipping section so that the complete order 
may go out at one time. 

As soon as the broken-package goods are assembled 
on the truck they are wheeled into the packing room. 
Here the items for each order are placed on a separate 
packing table. The packer is equipped with boxes . 
of different sizes and with other packing materials. y{ : ' f 
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When the box is packed and labeled it is placed on 
an endless chain carrier and sent into another room, 
where it is weighed before being sent to the shipping 
room. 

The original order in its covers is sent to the weigher 
with the box. The weigher puts the order on another 
moving belt, which carries it into an office where the 
customer's receipt is written. 

Tying up the loose ends in stock handling, then, has 
resulted in stopping serious profit leaks for many 
wholesalers. And of what use are crack sales forces, 
splendid buildings and unlimited good will, if, with 
costs ever climbing, the profits dwindle away through 
internal wastes? 



» » 
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CHAPTER XII 
HOW BETTER BUILDINGS LOWER COSTS 

NOBODY has a quarrel with the statement that 
$500 worth of prevention is cheaper than $5,000 
worth of cure. Probably every wholesaler 
would agree with it. But investigation disclosed a sur- 
prising number of cases in which thousands of dollars 
were spent to provide for additional building features 
that would have cost only hundreds of dollars if in- 
cluded when the buildings were first constructed. And, 
in most of these cases, the cost figures on the building 
charges did not always include the cost of interference 
with operations and losses and damage to materials. 
Figures obtained (see page 157) which show the 
amounts spent in various lines of wholesaling for 
rent, indicate the value of getting the building right at 
first. Practically all of these items can be cut down 
materially by a careful selection of building materials 
and designs or by taking precautions in buildings al- 
ready erected ; of course it is assumed that the mistake 
of reducing it almost to zero by not charging into the 
cost of doing business an amount which would repre- 
sent a fair rental for a building owned is admitted. 
It seems obvious that the cost of doing business should 
include a fair "rental" charge even if the building is 
owned and not rented, but investigation revealed many 
wholesalers who say, "Oh, we pay no rent — we own 
our building." They must then have used counter- 
feit money in building and buying land, for they as- 
sume it is not worth even interest! 
But how shall the wholesaler go about it to protect 
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himself from attacks of rising costs through the "build- 
ing salient"? 

Investigation indicates that three courses of action 
are open to the wholesaler who finds that his growing 
business demands more space, but who realizes that 
every dollar spent in this era of abnormal rises in costs 
must show value received! 

1. He may erect a new and more commodious build* 
ing on a new site, 

2. He may remodel his old plant and thus provide a 
more effective space arrangement. 

3. Without remodeling he may take steps in his old 
building to cut down space wastage, thus allowing for 
expansion. 

Perhaps as good a way as any to summarize the de- 
tails successful wholesalers look for and look out for 
in planning new buildings is to give one wholesaler's 
description of what a wrong type of building may mean. 

He says: "A wrong building may mean a building 
where it takes four or five men to handle a truck into 
or out of a freight car; where the length of the building 
must be traversed with a truckload of goods for an 
upper story because of the improper location of the 
elevators. It may mean the limiting of floor space 
and loads because the building is not strong enough. 
It may mean the inability to add to the building or to 
increase departments which are growing. It also may 
mean difficult supervision and unsatisfactory cost ad- 
justments." 

Just what foresight will do is illustrated in the fol- 
lowing incident. A Chicago wholesaler instructed his 
engineer to design a building to carry a load of 500 
pounds a square foot for the storage of certain food- 
stuffs. The cost of such a building would be more than 
double the cost of an ordinary warehouse. An investi- 
gation of the foodstuffs, which included a careful 
weighing of the material and the calculation of the 
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WHAT RENT COSTS 

Clothing wholesalers and wholesale druggists are indicated by these figures 
to pay the highest amounts for rent. This condition exists apparently 
because these businesses usually are located in the center of an expensive 
business district and because the type of goods carried demands the best 
possible fire protection. Many clothing wholesalers also are manufac- 
turers and, of course, require more room for their business than whole- 
saling alone would demand. 

(Firms with Annual Sales of More than $1,000,000) 

Indicated Indicated 

Line Typical Attainable 

Costs Costs 

Groceries 0.4% 0.4% 

Clothing 1.2% 0.8% 

Hardware 1.0% 0.8% 

Shoes 0.6% 0.4% 

Drugs 2.0% 1.5% 

(Firms with Annual Sales of $500,000 to $1,000,000) 

Indicated Indicated 

Line Typical Attainable 

Costs Costs 

Groceries 0.6% 0.5% 

Clothing 1.4% 0.9% 

Hardware 1.2% 1.0% 

Electrical Goods 0.9% 0.7% 

Dry Goods 1.0% 0.8% 

(Firms with Annual Sales of Less than $500,000) 

Indicated Indicated 

Line Typical Attainable 

Costs Costs 

Groceries 0.5% 0.4% 

Hardware 1.2% 1.5% 

Electrical Goods 1.0% 1.0% 



heights to which it could be piled, revealed the fact that 
250 pounds per square foot was ample for this product. 
The building, therefore, was designed with a saving of 
one half over what it might have cost. This meant, 
indirectly, a big increase in profits. 

Getting the building right is a problem of a thousand 
factors. Providing a building which will be the master 
tool, so to speak, means picking out the most profitable 
site, deciding what type of building is best and what 
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amount to spend for it, planning the construction, 
erecting the building, choosing the right kind of 
windows and walls and partitions and floors and roofs 
and skylights, installing fittings which will assure satis- 
factory heating and ventilation and lighting and sani- 
tation and fire protection, and keeping the building 
clean and in order when completed. 

The problem of a modern plant development, whole- 
salers agree, normally involves two primary phases: 
first, organization; and, second, plant development. 

The organization includes the proper organization of 
executive and operating personnel, capital, sales force, 
advertising staff, and administrative departments. 
The development of a plant under the above mentioned 
analysis works out along the following lines: 

A suitable location must be determined with refer- 
ence to transportation, labor, market, source of supply, 
and power. A proper location means a good geo- 
graphical location with reference to these items. 
Given the city in which to locate, the process of 
elimination of sites usually must be repeated, bearing 
in mind railroad and teaming facilities, labor supply, 
transportation of labor, sufficient area for present and 
future needs, adequate water, sewage, light and power 
facilities, and a market for local distribution. 

The railroad facilities must be adequate to handle 
the raw materials from their sources and to ship the 
finished or sold products to their market. This means 
that the site usually should be such size and shape 
that a railroad spur can be located thereon without 
undue waste of land. A railroad track cannot be built 
with the same radius of curvature that a street car 
track can be laid. This is frequently overlooked in 
laying out a plan on an unstudied piece of ground. 

If teaming facilities only are required a site ordinarily 
must be adjacent or accessible to well paved streets, 
as the commodities are often handled by truck rather 
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than by team, and the length of haul is often deter- 
mined beforehand. 

The plant must be located so that the kind of labor, 
as well as the quantity of labor, which is necessary can 
readily be secured. There are, for example, different 
classes of labor in Gary and Hammond, Indiana, and 
on the West Side, the North Side, and the South Side 
of Chicago ; and a wholesaler probably would no more 
think of building a clothing warehouse in Gary than he 
would consider locating a rolling mill or a foundry in a 
district on the West Side, where only female labor can 
be secured advantageously. 

WHAT CONSTRUCTION DETAIL SHOULD BE CONSIDERED 
IN LAYING PLANS FOR A NEW BUILDING? 

A wholesaler who is content to build a plant which 
has no possibilities for expansion is, naturally, putting 
a limit to his own ability as well as a limit on his or- 
ganization and on his output. Many wholesalers are 
confronted with reduced profits and an ultimate stag- 
nation of their business because they lack space in 
which to grow. 

Of course, every concern has its special requirements 
to provide for in various ways. These may be, for 
example, water supply or sewage disposal. Municipal 
and state regulations must be carefully studied to see 
that adequate provision may be made for these re- 
quirements without violation of any ordinances or 
laws. Large warehouses sometimes have been con- 
structed without proper anticipation of these require- 
ments, and in some instances enormous expenses were 
involved in satisfying requirements which had been 
overlooked. 

Transportation was the factor given primary con- 
sideration in choosing the location for a wholesale 
building recently erected in Chicago to replace an old 
one. The old building in the loop district was in a 
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fine central location, but all goods had to be hauled to 
and from the railroad by motor truck or wagon. In 
selecting the site on the North Side of the city the 
company kept in mind the fact that the proposed site 
was on the Chicago tunnel system, and that in addition 
a nearby railroad furnished 800 feet of trackage fa- 
cilities, 150 feet of which ran between the building, 
and a blind alley, which permits the company to unload 
cars either directly into the warehouse or to wagons, 
thereby saving the cost of taking merchandise into the 
warehouse if it is to be delivered directly from cars. 
Loading from the warehouse is, of 0010*86, equally 
convenient. Arrangements were also made to obtain 
railroad receipts in its own building for all goods 
shipped out of the city. 

Another wholesale concern, having a large city dis- 
tribution for its .goods, also considered the question of 
transportation with exceptional care when deciding 
on the location for a new building. This house handled 
its local deliveries and its out-of-town shipments to 
railroad stations by a fleet of motor trucks. In the old 
location the delivery of goods was greatly impeded by 
the congestion of traffic in the center of the city. 

By building its new building five blocks further 
down the same street it avoided this congestion, pro- 
vided its staff with plenty of loading space and at the 
same time remained within a short hauling distance 
of the more important railroad stations, and within 
easy reach of such of its customers as wished to haul 
their own goods. 

Of prime importance, of course, in considering a new 
building, is the cost of materials. Just what the in- 
crease was in the cost of building materials of various 
kinds in the five years ending with 1916 is shown in a 
chart (Figure 72) prepared by the Southern Pine Asso- 
ciation. Steel and cement climbed rapidly, while brick 
exhibited only a moderate upward tendency. The 
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FIGURE 72— By decreasing the height of the ceilings in the 
rooms where the heavy goods were handled one wholesaler saved 
floor space and reduced warehouse costs in his new building. 




FIGURE 73 — A comparison of the cost of four building materials 
for the five years ending with 1916 is shown in this chart pre- 
pared by the Southern Pine Association* 
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chart shows that lumber decreased in price during the 
period surveyed and began to rise in 1916. The cost of 
materials early in 1917 was considerably higher than 
that shown in the chart. This was especially true of 
lumber. In addition to these costs of materials, the 
wholesaler who is considering building has to consider 
the increased cost of labor, an advance of nearly 100% 
in plumbing and heating supplies, and increased dif- 
ficulties in transporting the building materials. 

THE EFFECT ON SPACE OF THE HEIGHT OF THE 

PLANT'S CEILINGS 

More detailed savings in time and space are often 
possible when the new building is erected — and they 
will go on cutting the rental charge year after year. 
A large wholesale grocer, for instance, found that in 
his old building, with its 12-fopt ceiling, much valuable 
space was lost (Figure 73). The labor charge for 
handling a large number of the staples was excessive. 

Bulk goods, for example, like sugar, flour, and salt, 
could be piled only as high as a man could reach on a 
small stepladder, and in a room with high ceilings con- 
siderable space was wasted. It was found that with 
lighter forms of boxed and package goods, much bigger 
piles could be made, because the men could work on a 
higher ladder without difficulty. 

When he moved into a new building, this wholesaler 
provided rooms with low ceilings for the heavy bulk 
goods and high ceilings for the lighter staples. A con- 
siderable saving was thus made in floor space. 

Then to cut down handling and trucking expense, 
lowerators were installed to move bulk goods to the 
shipping room and spiral chutes were used for box and 
package goods. By carefully studying the movement 
of the merchandise as it came in and went out of his 
establishment, this wholesaler was able to tighten up 
his organization. 
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Details of a building which deserve most careful 
consideration are the questions of the interest charges 
on the building investment, or rent, taxes, depreciar 
tion, and insurance, all of which, of course, are af- 
fected by the type of building. 

Let us go on to the second of the three general plans 
wholesalers have used in increasing space to take care 
of growing business— remodeling the old building. 

DO YOU KNOW WHEN IT IS BEST TO REMODEL THE 
PLANT— WHEN TO BUILD? 

Remodeling the plant is a frequent necessity in these 
days when the wholesaler is often a manufacturer and 
when many labor-saving devices are paying big div- 
idents on their instalment cost. The preliminary step 
to any remodeling first is to determine whether or not 
the economies effected will warrant what usually turns 
out to be a pretty expensive program. To remodel 
during operations may mean loss in damage of goods, 
interference with proper deliveries and shipments, and 
the general upsetting of the routine of a well conducted 
house. 

This loss must be anticipated in actual dollars and 
cents and charged against such remodeling operations. 
It should be borne in mind, in considering expense in 
remodeling, whether or not the proposed investment is 
going to pay for itself through the frequently very 
limited period of years which the old building may have 
before it. In other words, it would not be well to 
spend $20,000 to fix up a $50,000 building if it could be 
foreseen that, due to the growth of business, or for any 
other reason, the building would have to be abandoned 
before the added cost could be returned in savings 
made. 

The other details of remodeling a plant conform 
quite closely to the principles it is necessary to observe 
in putting up a brand new plant. 
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When the high cost of buildings, together with the 
scarcity and inefficiency of labor, preclude the ad- 
visability of a new building, or remodeling, the next 
best plan is to make the most of what you have — the 
third and last of the three general plans encountered 
during the investigation. There are many wholesalers 
today who are developing their plants through the 
careful study of what they have, instead of spending 
their time on what they would like to have. 

Here are the steps to take, based on the experiences 
of several concerns. 

Determine the maximum width of aisles necessary 
to handle goods. Faint lines on the floor to establish 
this aisle and then pile the goods right up to the line. 
Many plants were found to have wasted 30% of their 
total floor space in unnecessary aisle widths and in too 
much room around the elevators, stairways, and stock 
rooms. 

After establishing the maximum area available for 
stock and storage, the .stock which is changed most 
frequently can be put nearest to the elevators or dis- 
tributing points and the spaces at the far end of the 
rooms kept for the stuff which is least often moved. 

Every department should be carefully searched, first, 
to find all the floor space; second, to determine the 
proper location of the various stocks; and, third, to 
see that the stock is piled as closely and as high as it 
can be economically handled. There are many plants 
in operation today where a saving of one tenth of the 
floor space could be obtained by a single careful investi- 
gation based on these three points. 

"Straight line routing" could perhaps be called the 
keynote of modern effective planning and it applies 
not merely to the factory with its straight line machine 
operation, but also to the wholesaler or jobber who has 
a building full of stock of a thousand and one different 
kinds of articles. Every article in any miscellaneous 
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stock can have its location carefully determined so 
that the straight line is also the shortest line — short 
in both time and distance. 

The application of any one of the three general plans 
described seems obvious enough, but nevertheless 
many plants were visited where, apparently, little or 
no thought had been given to meeting the problem of 
ever growing costs through improvements in buildings 
or locations. And this in spite of the fact that on 
every hand other wholesalers were working out their 
problems with one or the other of these plans and 
getting satisfactory results! 



CHAPTER XIII 

WHAT SHOULD HEAT, LIGHT, POWER, INSURANCE, 

AND TAXES COST? 

HAVE you given — are you giving — the proper 
attention to the many little details in your 
building's construction that in the aggregate are 
so important in their effect on costs? At every turn in the 
country-wide investigation among wholesalers which 
made this book possible, it was apparent that construc- 
tion details involving cleanliness, fire protection, light- 
ing, health, water supply, heating, sanitation, floors, 
and so on, day in and day out exert a positive influence 
on costs, and, therefore, on profits. Often these de- 
tails are overlooked in an old building, even though a 
few alterations might make a surprising reduction in 
expense. Sometimes, also, they are overlooked when 
a new building is put up. 

It is attention to details of this type that is cutting 
costs for many wholesalers. Insurance, heat, light, 
power, sometimes even taxes, are affected one way or 
the other by the building. It is evident that, more 
often than not, what at first glance appears as an un- 
necessary refinement, may in the long run turn out to 
be a real economy. On pages 168, and 170 you will 
will find some interesting cost-of-doing-business fig- 
ures covering heat, light, insurance, power and taxes. 

Costs are surely rising. And general building over- 
head costs are no exception. The cost of insurance 
and taxes as shown in the table on page 170 indicates 
that wholesalers in practically all lines pay from four 
tenths to seven tenths of 1% for these items. This 
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figure usually can be reduced by installing effective 
fire protection apparatus. For instance, one wholesaler 
installed a sprinkler system in his warehouse and cut 
his insurance premium more than three fifths. An- 
other wholesaler accomplished a like result by closing 
with steel doors all openings between floors and by 
covering walls and ceilings with asbestos wherever 
there was danger of fire. 

In the remaining pages of this chapter will be found 
plans used by different wholesalers to lower insurance 
costs by reducing fire risks and to increase their em- 
ployees' effectiveness by providing better lighting 
conditions and more adequate heating and sanitation 
facilities. These subjects are taken up in the order 
named. 

One house has found that it best can keep down in- 
surance costs by maintaining a rigid inspection of its 
own on its building. The electric wiring, boilers, 
elevators, and other machinery are carefully looked 
after. 

Particular attention is paid to the sprinkler equip- 
ment. Regular examinations make certain that parts 
of the sprinkler system which should be working, are 
working. Hose, standpipes and fire extinguishers also 
are kept in good shape and the entire working force 
regularly is drilled for a fire emergency, not only with 
a view to fighting fire, but also to get the employees 
out of the building quickly and without suffering injury. 

In an electrical warehouse in the West the great 
part of the walls are of brick, but the floors and the 
walls for about six inches up are of poured concrete. 
This is laid so that the interior corners are round, leav- 
ing no place for dirt to catch and making it possible 
to wash out each department with a hose. 

When one wholesaler decided to build a new building 
recently he laid plans to overcome many defects which 
had long been noticeable in the old building. These 
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LIGHT, HEAT, AND POWER 

These figures for heat, light, and power costs indicate that clothing and 
dry goods houses have the highest average expense for these items. This 
apparently was due to the fact that clothing and dry goods houses often 
maintained large buildings and not infrequently manufactured part of 
their products. This, naturally, increased the costs for heat and light. 
The figures also show that the indicated costs for these items of expense 
apparently are as high or higher for houses doing an annual business 
of $500,000 to $1,000,000 as for the larger houses. Many firms, investi- 
gation showed, reach a point where they have to build a larger building 
when the sales go over the $500,000 mark and for this reason the proper- • 
tionate upkeep expense on this investment is unusually large until the 
firm "grows up" to its building. It will be noted that in some cases the 
indicated attainable standard for this item of expense is larger than the 
average cost for all concerns. This is largely due to the fact that the group 
of concerns having the lowest total expense from which the indicative 
attainable standards were taken usually were concerns which used modern 
methods and had their business housed in well equipped buildings, while 
the lower indicated typical percentages were brought about by concerns 
whose buildings, while their light, heat, and power costs were low, were 
not of the most modern type. 



(Firms with Annual Sales of More than $1,000,000) 

Indicated Indicated 

Line Typical Attainable 

Costs Costs 

Groceries 0.1% 0.1% 

Clothing 0.3% 0.2% 

Hardware 0.2% 0.1% 

Shoes 0.2% 0.2% 

Drugs 0.1% 0.2% 

(Firms with Annual Sales of $500,000 to $1,000,000) 

Indicated Indicated 

Line Typical Attainable 

Costs Costs 

Groceries 0.2% 0.2% 

Clothing 0.3% 0.2% 

Hardware 0.2% 0.2% 

Electrical Goods 0.1% 0.3% 

Dry Goods 0.4% 0.3% 

(Firms with Annual Sales of Less than $500,000) 

Indicated Indicated 

Line Typical Attainable 

Costs Costs 

Groceries 0.1% 0.1% 

Hardware 0.2% 0.1% 

Electrical Goods 0.1% 0.1% 
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included improved facilities for handling stock and 
better systems of communication, but one of the most 
important changes was the arrangement for keeping 
the building clean. 

A suitable system of removing waste quickly was 
especially important because of the inflammable na- 
ture of a large part of the stock and the strict require- 
ments of the fire insurance companies. In the old 
building it was necessary to sweep up the waste on each 
floor, place it in trucks, and carry it on an elevator to 
the basement. In the new building provision was made 
for a brick shaft extending from the basement to the 
top floor and entirely cut off from the rest of the build- 
ing. On each floor an iron door controlled by a heavy 
spring opens into the shaft. 

To keep the accumulation of rubbish from interfer- 
ing with the work it has been necessary to organize a 
staff of janitors. Every floor and all the stairways are 
swept thoroughly once a day. All refuse is thrown 
into the waste shaft through the trap doors, thus saving 
much time over the old system. In the basement this 
waste is carefully sorted. The paper is baled and sold, 
bringing in considerable revenue in the course of the 
year. A small baling machine was installed to facili- 
tate this work. All other refuse is burned in the fur- 
nace and helps to reduce the coal bill. 

The waste shaft is so constructed that a large amount 
of waste might burn in it without injuring the rest of 
the building. To make possibility of fire more remote, 
however, the automatic sprinkler system is extended 
into the shaft. The entire shaft would be flooded in a 
few minutes if a fire started. 

Other methods for reducing the fire risk and cutting 
the cost of insurance include double fire doors between 
each department and at all exits, fire extinguishers 
placed at convenient intervals, and a complete sprin- 
kler system. Among the most important means of 
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♦INSURANCE AND TAXES 

Insurance and tax casts are fairly stable 9 investigation indicated, in busi- 
nesses of the same size and kind. The large firms seem to have lees oppor- 
tunity for reducing these Hems of expense than the smaU ones. However 9 
many firms were able to make substantial reductions in their insurance 
costs by installing fire protection systems, by rearranging stock, and by 
keeping the building clean. Some small hardware houses apparently 
have been able to make substantial savings on these Hems while the most 
successful smaU grocery concerns and those having sales of more than 
$1,000,000 apparently have an investment in buildings and stock which 
requires a slightly larger expenditure for those items than the average. 



(Firms with Annual Sales of More than $1,000,000) 

Indicated Indicated 

Line Typical Attainable 

Costs Costs 

Groceries. 0.4% 0.5% 

Clothing 0.4% 0.3% 

Hardware 0.7% 0.7% 

Shoes 0.6% 0.4% 

Drugs 0.4% 0.3% 

(Firms with Annual Sales of $500,000 to $1,000,000) 

Indicated Indicated 

line Typical Attainable 

Costs Costs 

Groceries 0.5% 0.5% 

Clothing 0.4% 0.3% 

Hardware 0.7% 0.6% 

Electrical Goods 0.6% 0.5% 

Dry Goods 0.5% 0.3% 

(Firms with Annual Sales of Less than $500,000) 

Indicated Indicated 

line Typical Attainable 

Costs Costs 

Groceries 0.4% 0.5% 

Hardware 0.8% 0.4% 

Electrical Goods 0.4% 0.4% 



*It should be borne in mind that in compiling these average cost percentages 
the locations of the various houses were not considered. In most lines, investiga ■ 
tion showed, costs were apparently from 1 H% to 2% higher in the West than in the 
Middle West. It was apparent also that eastern concerns had a higher cost of 
doing business than those in the Middle West, although the difference was not so 
great. Wholesalers in the South, it was found, apparently had lower costs of doing 
business than in other sections of ihp country. 
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protection adopted by this concern is the type of floor- 
ing used in the acid and oil departments. 

On the third floor of the bidding one department is 
devoted to the handling of strong acids in bulk. The 
floor in this department is made of a composition which 
is fireproof and which will resist the attacks of the 
strongest acids. Soon after the new building was 
occupied a carboy of acid exploded. It would have 
started a fire on an ordinary floor, but the composition 
flooring was not damaged and there was no fire. 

In the oil department, which adjoins the acid depart- 
ment, a different kind of composition flooring is used. 
This floor is also fireproof and no oil can soak into it. 
Oil spilled on the floor quickly dries and is scraped off 
each day. 

THIS WHOLESALER GOT MORE OUT OF HIS BUILDING BY 
MAKING A SALESROOM OUT OF A BASEMENT 

Getting the proper amount of light into the building 
is important not only in conserving the health of the em- 
ployees but in the proper display of goods. One 
wholesale distributor recognized this when he recently 
installed prism glass in the basement windows and in 
the sidewalk in front of his building. Before the glass 
was put in it had been possible to use this basement for 
storage purposes only owing to darkness. After this 
improvement was made he was able to move one dis- 
play department to the basement and to take his cus- 
tomers there with a feeling of pride. This improve- 
ment not only relieved a serious congestion on the main 
floor but more than doubled the value of the basement 
space. 

A heating system normally costs between 5% and 
15% of the total cost of the building, investigation in- 
dicates. And proper heating of a warehouse is just 
as important as that of the home. Rooms must be 
properly heated to hold good workmen. Many states 
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are enacting legislation to obtain satisfactory working 
conditions, such as ventilation, light and heat. Build- 
ings usually can be so designed as to be ventilated 
effectively. Hence, it is a wise employer who not only 
provides what the law calls for, but who gives his men 
and women the conveniences that are recognized as 
absolutely important factors in employing and hold- 
ing competent labor. 

An Eastern wholesaler built a concrete warehouse 
and was greatly troubled because of the coldness of the 
concrete floors, especially in the shipping room where 
it was necessary to keep the doors open much of the 
day. It was impossible to keep some of the goods on 
the floor for any length of time and many of the em- 
ployees complained because they had to stand on the 
cold surface. 

The wholesaler overcame this difficulty in some de- 
partments by laying a hardwood floor over the con- 
crete. This was warmer and not so hard to walk 
on. In the shipping room, where many cases were 
handled and trucks were used extensively, steam pipes 
were sunk into the concrete. These pipes kept the 
floor slightly warm and did not interfere with opera- 
tion. 

Aside from the immediate advantages in reduced 
insurance rates and more effective work which whole- 
salers apparently have f ound in buildings and improve- 
ments of the before mentioned type, they evidently 
also have found in them valuable attractions that ap- 
peal to high grade labor and help to build general 
good will. 



PART III 



CAN PROFITS BE MAINTAINED 
DESPITE HIGHER COSTS? 



CHAPTER XIV 
CAN BAD DEBTS BE MADE "GOOD"? 

WITH a reputation as a business getter and a 
large certified check, both the result of years 
of work on the road, a wholesale salesman 
decided to start a retail store in a Michigan city. He 
put the check in his pocket and went into the whole- 
sale market for his stock. 

In nearly every house he tried to buy his goods on 
time and showed his check as evidence of his worth. 
Some houses refused to sell him, believing that since 
he had the money, he should discount his bills. Never- 
theless, the former traveling salesman succeeded in 
buying a big stock and the opening of his store was 
advertised widely. 

One large house, which had refused credit, decided to 
watch this man's buying and selling methods. Through 
its salesmen the house was not long in learning that the 
new retailer was not paying his bills. He was, how- 
ever, very careful to collect promptly from his cus- 
tomers. Within a year the man had disposed of his 
stock and then he disappeared. By not accepting the 
evidence of mere possession of good money as proof of 
good character and ability, this firm was able to avoid 
a loss on an account which looked desirable on its face. 

This instance serves to illustrate the fact that grow- 
ing competition and narrowing margins of profit com- 
pel closer attention to losses from bad debts. Rising 
costs also have a finger in this pie. Many retailers, 
able perhaps to struggle along and meet their bills in 
past years, have been unable to cope with present cost 
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conditions. Result: often the wholesaler has held the 
bag. And that this situation demands that wholesalers 
keep a more watchful eye on the granting of credit can- 
not be denied. Study the cost-of-bad-debts figures on 
page 177 if you want brand new proof positive on all 
these points. Yet, it is all very well to know that bad 
debts are a vicious element in the steadily rising cost 
of doing business. But how shall the wholesaler go 
about it to combat them? 

Investigation discloses that all over the country suc- 
cessful wholesalers are using tested plans and methods 
to lower bad debt costs and that they fall under six 
general classifications : (1 ) drawing credit lines tighter ; 
(2) educating customers to buy conservatively, and 
helping them to get on their feet again when they draw 
perilously close to failure; (3) giving discounts for cash; 
(4) investigating new business or apparently unwar- 
ranted increases in old customers' orders more care- 
fully; (5) checking more closely on credit extensions; 
and (6) cooperating with other wholesalers in handling 
credit information. 

Here is an instance showing the value of the first 
of these six general methods — drawing credit lines 
tighter. A few years ago a wholesale house, the sales 
of which are about $1,000,000 a year, distributed food- 
stuffs over an area of 150 miles from its headquarters 
and then, on account of the steadily climbing sales 
expense, decided to abandon long range selling for an 
intensive campaign in a radius of 25 miles. 

This cut the selling and traveling expense 18% the 
first year, and while there was a slight reduction in the 
gross sales, it was offset profitably by the more eco- 
nomical sales policy. Before it adopted the "selling at 
home" plan, this house found it difficult to hold bad 
debts below 2%. It was expensive also to collect slow 
accounts in the outlying territory, and sometimes the 
credit department found these distant accounts a 
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WHAT BAD DEBTS COST 

Cost figures gathered from the 887 wholesaler* reached in the course of 
the investigation behind this book, indicate that with concerns doing a 
business of more than $1,000,000 a year, shoe and clothing firms lead in 
expense for bad debts with marks of 1.6% and 1.2%. The attainable 
mark for shoe firms is indicated to be 0.6% — quite a difference, you'U 
agree — while for wholesalers of clothing 1% is indicated as a fair cost. 
Perhaps the answer to the higher indicated costs for bad debts for these 
businesses may be laid, at least partly, to changing styles. A retailer, 
no matter how honest, who is caught with a large stock on hand, unsalable 
because of changed styles, is, of course, likely to become a "bad pay* 9 or 
at the best a "slow pay." Electrical goods concerns are indicated to be 
the hardest hit by bad debt costs of the wholesalers in the seven lines investi- 
gated that have businesses with annual sales of $500,000 to $1,000,000 
and of less than $500,000. 

(Firms with Annual Sales of More than $1,000,000) 

Indicated Indicated 

Line Typical Attainable 

Costs Costs 

Groceries 0.7% 044% 

Clothing 1.2% 1.0% 

Hardware 1.1% 0.8% 

Shoes 1.6% 0.6% 

Drugs 0.6% 0.5% 

(Firms with Annual Sales of $500,000 to $1,000,000) 

Indicated Indicated 

line Typical Attainable 

Costs Costs 

Groceries 0.5% 0.4% 

Clothing 1.0% 0.8% 

Hardware 0.8% 0.7% 

Electrical Goods 1.5% 0.8% 

Dry Goods 0.5% 0.3% 

(Firms with Annual Sales of Less than $500,000) 

Indicated Indicated 

line Typical Attainable 

Costs Costs 

Groceries 0.5% 0.4% 

Hardware 0.6% 0.5% 

Electrical Goods 0.9% 0.3% 

stumbling block in the compilation of complete credit 
information. 

By centralizing the business, it was easier to give 
advice and assistance to customers, and naturally the 
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danger line in accounts was brought nearer control and 
credit lines were drawn tighter than under the old 
conditions. The first year after the new plan was 
tested, the loss from bad debts was reduced to 0.4% 
and later this was brought down as low as 0.25%. 

HOW ONE WHOLESALER SAVED STATIONERY BY USING 
CARBON INVOICES AS FOLLOW-UPS 

The head of this wholesale house tries to make it a 
point to see that his accounts outstanding at the end 
of a month are less than the total net sales for that 
month. For instance, a customer whose open account 
has run 60 days, cannot get his orders filled without 
giving an explanation for his delinquency in paying. 

This has helped the wholesaler to keep in touch with 
the methods of the retail merchant who does not dis- 
count his bills. He has gone a step farther in perfect- 
ing better methods to handle collections and to chase 
the overdue accounts. After the monthly statements 
were sent out it was customary to follow them up at 
intervals of from two to three weeks. This increased 
the postage and stationery expense and crowded the 
bookkeeping department at the end of the month. 

To replace this costly and ineffective method a new 
plan was adopted. A duplicate copy of each invoice 
is marked with the due date and filed chronologically. 
Each day the invoices due the previous day are taken 
out, checked over with the ledger entries, then placed 
on the credit manager's desk. If an account is paid, 
the invoice copy is destroyed. If not paid, a statement 
is sent out immediately and the copy is filed ahead six 
days. If the second statement does not bring a re- 
mittance, a collection letter like that shown on page 

179 is written, and, if this fails, the personal solicita- 
tion of the collector is employed, almost always with 
satisfactory results. This simple plan greatly reduced 
the number of past due accounts, and removed the 
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possibility of a heavy charge-off when the books are 
closed at the end of the year. 

Dear Sir: 

Your account is now 60 days overdue. 

Don't you see that by treating us in^ 
this unbusinesslike manner you are seriously 
injuring your own credit? We are reluctant 
to think that you are wilfully ignoring this 
account, disregarding our rights, and your 
standing as a reputable business man, but we 
will be compelled to assume this attitude if 
you allow this letter to remain unanswered. 

We should much prefer to find that there 
has been some good reason for this condi- 
tion of affairs; but if you give us no ex- 
planation we shall consider your silence as 
practically an invitation to take any action 
necessary to protect our interests. 

Please remit immediately on receipt of 
this letter. 

Let us now go on to an instance showing how one 
wholesaler educated a customer to buy more carefully 
and at the same time helped him to get on his feet 
again — the second of the six general methods enu- 
merated. 

"Burns wants 12 gold watches and is ready to 
pay cash for them, ,, said an order clerk to the credit 
manager of a large wholesale house. 

"Has Burns paid that 90-day balance?' ' the credit 
manager asked the chief bookkeeper. 

When it was found that Burns had not taken care 
of the old account, he was told he could not have the 
watches, spot cash or otherwise, until his balance was 
wiped off the books. 

Daily records of the purchases and payments of each 
customer are kept in a card index file by this wholesaler. 
When an account is allowed to run more than 60 days, 
the credit manager makes an investigation into the 
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methods employed by the customer, especially to as- 
certain if he is buying elsewhere, thus creating contin- 
gent liabilities. Burns, examination disclosed, was 
buying from a number of other small dealers, cutting 
prices on his goods to attract customers, and taking 
losses, thus burdening bis expense. This policy is 
almost always certain to involve a dealer financially, 
and the wholesaler who detects it can frequently render 
profitable and helpful service to the customer by giving 
him advice and refusing extensions in both time and 
money until the business is stronger. 

When Burns called later at the wholesaler's office to 
learn why his order was tinned down and his money 
refused, he was surprised to find that the wholesaler 
had complete knowledge of his business activities, 
gleaned through the credit department. He admitted 
that he was having trouble in maintaining his business 
and extending it, and acknowledged his indebtedness 
to other creditors. 

HELPING THE DEALER TO BUY RIGHT OFTEN PREVENTS 
RETURNS AND CUTS DOWN BAD DEBTS 

like many wholesalers, this man did not wish to 
participate in a bankruptcy proceeding by forcing 
Burns to surrender a schedule of his assets and liabil- 
ities for distribution. Instead he showed him how his 
promiscuous buying increased his expenses and indi- 
cated how the business could be run on a more econom- 
ical basis by sacrificing a lot of trinkets long in stock 
which were found to be slow to sell. Then he showed 
him how to study his market and to buy only in quan- 
tities that would speed up turnover, avoid tying up 
capital, and, therefore, bring quick profits. 

To take care of the 90-day account, the wholesaler 
was willing to take three notes for the amount due and 
then to sell to Burns the watches for cash. In this way 
the customer was given an opportunity to profit by his 
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past mistakes and to win back the confidence of his 
supply houses. 

A discount of 2% for cash within 10 days from the 
date of invoice as a premium for anticipating the due 
date of a bill is one of the best methods of cutting down 
losses from bad debts, according to Joseph E. Reagan, 
president of the National Wholesale Jewelers' Associa- 
tion, in speaking of the third of the six general methods 
indicated to have been f ound helpful by many whole- 
salers. He regards the cash discount as an important 
safeguard, and says : 

ONE MAN'S VIEWS ON THE VALUE OF CASH DISCOUNTS 
FOR GETTING PROMPT PAYMENTS 

"If a wholesaler keeps his eyes on his bad debts and 
figures them out he will find that the dealer who fails 
is the one to whom he has extended long time credit. 
In a concern, for instance, with 2,500 customers, many 
of whom are never seen by the credit man, their rating 
is fixed largely not by any reports secured from com- 
mercial agencies but from their methods of paying 
their bills. 

"Where these customers take advantage of the cash 
discount it practically establishes their credit, but 
with the inducement to pay promptly withdrawn, it 
is quite likely that they would allow the account to run 
for an indefinite period and there would be no means of 
determining whose accounts are good. Those who 
take advantage of the cash discount are to be consid- 
ered a far safer risk than those who permit a danger 
flag to be placed on their account by failing to take 
advantage of it." 

Three of the six general methods successfully used 
by wholesalers to hold bad debts in leash have been 
described. We now will take up the fourth — keeping 
a wary eye on new business and unusually large orders 
from old customers. 
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Large orders from firms the supplies on the shelves 
of which have been furnished by other houses always 
open an interesting chance for inquiry. There may 
be substantial reason for a change to another line of 
goods, but the prudent wholesaler makes it a point to 
find out the reason for a sudden recognition of products. 

A prominent distributor of foodstuffs in the East 
hired a salesman who had a wide acquaintance in the 
trade. The salesman was instructed to push the pri- 
vate brands of the wholesaler and to take orders on 
the staples only as they came. In a short time, the 
salesman sent in a large order for teas, coffees, and spices 
for a retailer that the firm had been trying to sell for a 
long time. The order also called for a heavy shipment 
of sugar, and, as this staple yielded but little profit, the 
house wondered why the salesman booked the big order. 

He was called in to give an explanation for his ap- 
parent tendency to override the order limiting the Bale 
of a staple the market of which at the time was upward 
tind unsteady. The salesman said the banks and com- 
niereial agencies gave the buyer a good rating and also 
(idvnnoed the argument that the buyer had been in 
Imsiness for nearly a quarter of a century in a growing 
,-ilv. Moreover, he said that his acquaintance gave 
liiiii mi mlvnntnge that helped to pull the order. 

On its Hire the account was desirable, but the policy 
of 1 he wholesaler was to accept orders of this kind only 
niter n iH'iwiuil investigation has been made. Repre- 
*>til i»1 iven of the house were sent to the town where the 
tiew eii*lomer was located and a thorough examination 
ni'itle into his financial condition and his methods of 
tli'ftiK business. It was found that the glowing reports 
,.l Hie imli'Miiuin woidd not stand up under this acid 

i The linn had unpaid bills at other supply houses 
m\\\ IfcriHRd °f tnt1 business was engaged in other 
^wttt^H '" which demanded a great share of 

L llin order was rejected. 




MAKING BAD DEBTS "GOOD" 183 

"Often the surface indications look favorable," says 
this wholesaler, "when as a matter of fact the credit 
line of the customer is strained and the business stands 
on a tottering foundation. This particular order I 
declined is one of many that receive similar treatment 
dining the course of a year. Long experience and per- 
sonal investigation wherever I believe it is necessary 
have enabled me to keep my losses from bad debts 
down to less than 1%, although my gross business is 
nearly $2,000,000 a year. 

SOME FACTS YOU PROBABLY SHOULD KNOW ABOUT YOUR 

CUSTOMER'S BUSINESS 

The fifth of the six methods — keeping a tight check 
rein on extensions of credit — comes next. 

Wholesalers often are confronted with requests for 
extensions of credits and unless keen discrimination is 
shown in giving such accommodations, the losses from 
bad debts may pile up rapidly. To be sure, the wise 
wholesale manager aims to get the financial statements 
of the condition of his customers for the credit files. 
This, however, does not always suffice in gaging ac- 
curately the buyer's merchandising capacity or his 
ability to meet his bills at maturity. 

An example of this was shown in an experience with 
a retail druggist whose store was located at a busy 
junction point in a large city. One day he came into 
a wholesale house and asked for a credit extension on 
an order amounting to $1,200. This retailer was buy- 
ing from three wholesale houses in the city as well as 
from an outside syndicate. He had given a state- 
ment of his condition to these supply houses, so when 
he asked for more time the credit man at once referred 
to this statement. 

It was found that while he had a stock of $22,000, he 
owed about $20,000. His accounts outstanding were 
in the neighborhood of $25,000, and the lease on his 
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building in a choice location — always a valuable asset 
— was about to expire. The credit man asked him 
about the heavy amount of receivables. Evidently, 
the dealer was extending too much credit or was loose 
in his collection methods, and to grant the extension 
meant primarily that the house was passing on his 
credits. The customer was told he could not have the 
$1,200 in trade unless he reduced his receivables and 
then proceeded to extend his cash business. 

He promised to do this and later when he called and 
showed the credit manager that he was making good 
on his promise and that his cash business was larger 
than ever, he obtained the extension. He was able, 
through steady and consistent collection methods, to 
reduce his receivables. In this way, the wholesaler, 
besides performing a helpful service to the customer, 
lessened his own chance of accumulating bad debts. 

One retailer who decided to open a branch shoe store 
in a neighboring town presents another interesting ex- 
ample. After selecting the site for the new store, the 
retailer visited the wholesaler and wanted an extension 
of credit on his account. He had been a customer of 
the house for a long time and had always discounted 
his bills. 

By friendly inquiries, the retailer was induced to tell 
that he was speculating in an industrial investment in 
his home town and that he had borrowed money at 
his bank to get the securities. After investigating the 
outside venture, the wholesaler called the customer in 
and showed how this venture might lead to a future 
embarrassment by taking his mind off the business he 
was best equipped to handle. The retailer saw the 
logic of the reasoning and disposed of his outside inter- 
ests. When the credit he applied for was granted, the 
wholesale house was reasonably confident that it had 
removed an element of doubt in this man's affairs 
which might have led to loss. 
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FIGURE 76 — Whenever a wholesaler opau a new account he 
notifies the credit bureau on a blank like this. 
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FIGURE 77 — Each new customer is required to fill out a credit 
application blank. The spaces at the right are for recording re- 
ports on the customer's standing obtained by the t 
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FIGURE 78 — In case a wholesaler has to make an adverse report 
he checks the reason for it on this form, 



MAKING BAD DEBTS "GOOD" 187 

The last of the six general methods comes next — 
cooperation in handling credit information. Whole- 
sale dealers in one city have cut down their losses from 
bad debts by a cooperative plan of collecting and dis- 
tributing credit information. This is done through a 
credit information and adjustment bureau. There are 
56 wholesale and jobbing firms in the bureau and they 
furnish each other with information daily. Prompt- 
ness in notifying the bureau of the opening of new ac- 
counts is insisted upon and does much to make the work 
of the bureau valuable. 

HOW AN ASSOCIATION HELPS WHOLESALERS IN ONE CITY TO 

PREVENT BAD DEBT LOSSES 

Each concern has a number known only to the man- 
ager of the bureau and his assistants. Collection of 
information has been extended to include retailers also, 
so the members can obtain complete information about 
any firm or individual who ever had a charge account 
in the city. This information is collected and given 
out over aprivate telephone system, and in case any gen- 
eral announcements are to be made all the mem- 
bers can be put on the wire at once. As each firm is 
known only by number one firm cannot tell what other 
firm is giving or asking information. 

Special forms are provided each member for tabu- 
lating the information. Figure 74 shows the form 
filled out by the wholesaler and kept by him. The 
divisions on this form correspond to the main divisions 
on a card kept in the credit bureau. This card (Fig- 
ure 75) is 7 by 10 inches in size, ruled on both sides, 
and is filed alphabetically. The bureau keeps its in- 
formation under several classifications and a folder is 
devoted to each individual or firm. When a request 
for information is received the clerk receiving the call 
turns to the proper file, which is conveniently near, and 
reads from the card (Figure 75) and the customer re- 
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cords the information on the form shown in Figure 74. 

When an account is opened by a member it is noted 
on a special form (Figure 76) and sent to the bureau. 
The machinery of the bureau is at once set in motion 
to collect the necessary data. Each member is also 
provided with forms to be filled out by the customers 
when applying for credit (Figure 77) and with adverse 
report forms (Figure 78). This complete system has 
done much to reduce bad accounts for the members. 

The steady rise in the cost of doing business is nar- 
rowing profits every day. Each year millions of dol- 
lars are lost to business men through customers who do 
not pay. Any method, therefore, which tends to check 
bad debts is worthy of consideration. And out of all 
the methods described in this chapter almost any whole- 
saler no doubt can find some which will aid him in his 
fight against these rising costs. 



% 



CHAPTER XV 
WHAT ABOUT LOCAL DELIVERIES? 

HOW much more does it cost you to deliver a 
package today than it did ten, five, or even 
three years ago? Wage3 range from 30% to 
45% higher. Feed for horses is higher, in some cases 
as much as 50 %, and very often 40 % to 45 %. Upkeep 
of rolling stock costs as much more. The increased 
area of distribution in cities and the necessity of more 
frequent deliveries also adds to the delivery cost. 
The one great advantage to the wholesaler is that he 
usually is able to route his deliveries better, because of 
better roads and the increasing effectiveness of motor 
transportation. 

This book, of course, has no place for controversy on 
the relative merits of horse and motor delivery, neither 
would it be consistent or wise to attempt to advise on 
the type of delivery equipment to buy. Also, the 
delivery problem varies so widely that an attempt 
helpfully to classify wholesalers into those who could 
to advantage use motor trucks or horse-drawn vehicles, 
or both, probably would fall short of its aim.* 

♦The cost of operating motor trucks generally is figured at about 100% in ex- 
cess of the cost of teams. This is, of course, due to the depreciation and upkeep 
charges on a motor truck and to the increase in the cost of supplies. Insurance on 
a truck usually is figured at about 50 cents a day, and the wages of a truck driver 
usually are about $21.50 a week, as compared to $18 for a teamster. Experts 
believe that in order to make a profit a motor truck should be moving at least 60% 
of the time. A team may be profitable, it is estimated, if it is moving only 35% of 
the time. But a truck on the move is estimated often to be worth eight teams! 
If it is desired to go more deeply into the delivery problem from the equipment 
angle, "The Motor Truck as an Aid to Business Profits," published by the A. W. 
Shaw Company, will perhaps be found helpful. Lists of other useful texts on this 
subject, whether or not published by the A. W. Shaw Company, may be obtained 
upon request to the Librarian of the A. W. Shaw Company, Chicago, who is always 
At your service in this and all similar matters. 
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It is possible, however, as a result of investigation, 
to give worth while examples of how wholesalers have 
worked out their delivery problems. The indicated 
percentage of delivery costs to total gross sales, both 
actual and attainable, is included in the indicated costs 
for packing and shipping given in Chapter X. 

The tested plans that follow show how wholesalers 
have increased profits and successfully met daily rising 
costs by installing proper delivery equipment, after 
carefully determining just what the equipment must 
do. Running through all these plans, it will be found 
that most of these wholesalers found solutions to their 
delivery problems only after obtaining an accurate 
routing and scheduling of their deliveries. 

PERHAPS YOU ALSO CAN MEASURE YOUR DELIVERY 
ROUTES WITH A "YARDSTICK" 

By measuring off with a "yardstick" all delivery 
routes within his business area, a wholesaler in Mass- 
achusetts has determined the comparative values to 
his business of automobile and horse delivery. For 
his own business, at least, he has found the cheapest 
and most effective method of getting goods to cus- 
tomers. His method, which reduced his delivery ex- 
pense two fifths, probably can be used profitably in 
many other fines of business. 

This "yardstick," shown in Figure 79, is really an 
arrangement of slides of five different colors. The 
slides are attachable to a base stick. Tacks of dif- 
ferent colors probably would do just as well. 

Each brown slide represents five minutes spent in 
loading, each white slide represents five minutes spent 
in traveling at full speed, each gray slide five minutes 
at a reduced speed, each green slide five minutes in 
unloading, each black slide any other delay of five 
minutes. These slides represent time only. Distance 
can be calculated from the known speed of the truck. 
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OLD ROUTE IT WITH MOTOR TRUCK MAKIN812 MILES AN NOUR 2 HRS. 20 MM. 
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RE-ROUTED ROUTE *V WITH HORSE AND WAGON MAKING 3~pJHES AN HOUR 4 HRS. 35 MM. 

iiiiiiiii|iiiiiwiiii|iiiHiiiiin)iiiiiiiiiii|iiiiiN* 



WITH MOTOR TRUCK OF SAME CAPACITY MAKING 12 MILES AN HOUR 1 HR. 35 MM. 

BY REARRANGING ROUTE -0T r ONE TRUCK REPLACES 3 HORSES , 



FIGURE 79 — A "yardstick" designed as shown, and equipped 

with slides of different colors enabled an eastern wholesaler to 

lay out his delivery routes economically. 



■on* «tTmT SQHmrar* 
far follgtlag fltilrtrr iami PtllMrtu Imt* toWm flfnrtum 

Worth of 4th So. both iHt aad WMt of Mala St. 9tSO *iOO 

Sooth of 4th So. both But aad Voat of Mala St. IOsSO StSO 

■eflaaaaeiAL mwwow wm Hooy 



All artloloa to bo dollTorod rat bo la tho dellvory dopartaoBt flftooa odaatoa 
bofort tho aohodalod tlao of dopartoro of tho various dellTorloa. 

Irtleloa aaat bo aoooapoalod by ooaplotod ordoro bearing fall iafonwtloa aa bo 
eaetoaer'a aaao aad addroM. «ad aaat boar oredlt aaaager'e 0. K. or o.o.d. atoap. 
la oaao of a o.o.d. or where ooatoaor alahea to pay for tho merchandise oa delivers, 
all ltoaa aaat bo proporly prleed, dlaooaata dedooted, aad propor oxtoaaioaa 
before order la aoat to delivery dopartaoat. 



Xa oaao of a battory, delivery aaat alaaye laoludo tho delivery ebarge •.oxatpa 
la oaao of deliveries to doalora or garages. 



Spoolal trlpa will bo aado la oaao of oxtroao aoooMlty or to to* a oar to tho 
•hop for olootrloal ropalra. 

Toor oooporatloa la aiding tho delivery dopartaoat la aoooaaary aad a porfeet 
cnaerataadlng with tho ooatoaor will avoid ooaplalata aad aako oar aervloe aoro eetlt* 
faotory to all ocaoeraed. 

no,a iw 



FIGURE 80— Drivers for an electrical house are kept carefully 
informed of their routes, trips, and duties by means of schedules 

such as the one shown above. 
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Each delivery route was drawn out in a straight line 
and measured off in units of time consumed in covering 
it both by truck and by horse delivery. Readjustments 
of routes followed. 

Results showed that on route 1, a fairly long haul, the 
white spaces showing full speed were barely 25% of the 
trip. An excessive amount of time was spent unload- 
ing. Only four stops were made, but they consumed 
65% of the time. 

Route 2 had many more stops, but they were short, 
averaging two and one half minutes each, and the 
distance between was considerable. The white spaces 
showing full speed showed up for 75% of the time. 
The truck was evidently profitable on this route. 

On route 3 the stops were short but close together, 
and the traffic was heavy, as indicated by the gray 
slides on the "yardstick," showing that the truck was 
running at only half speed most of the time. The 
wholesaler decided it was impracticable td use a truck 
on this route, as too much time was lost. 

When the stick was applied to route 4 the white 
spaces showed for only about 32% of the time. This 
was f ound to be due mainly to one big stop near the 
store, which consumed 25% of the time. The other 
stops were short and well scattered. This trouble was 
remedied by eliminating the first stop entirely and 
sending a horse with the goods to this place. The time 
thus gained was utilized by extending the radius of the 
route several miles and bringing in new business. 

Application of the measuring stick to route 5 showed 
a similar trouble, except that the long stop was near 
the end of the route instead of near the store. For this 
reason it was impossible to send a team with the goods. 
By speeding up loading, however, the time was cut 
down so the white spaces showed just 50% of the time, 
which was found to be a profitable proportion in run- 
ning the truck. 
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On route 6 the "yardstick" at first showed that too 
much time was consumed in deliveries and loading. 
Delivery was made in two places, one dealer taking 
seven eighths of the load and a dealer half a mile 
farther on taking the balance. 

These were two delays to be eliminated. The first 
was one of loading. This could be reduced to almost 
nothing by using a demountable body. The second 
delay, that of delivering, could be removed by a trailer. 
The trailer was loaded while the truck was otherwise 
employed. Thus the delay at the loading station was 
reduced to the time necessary to couple to the trailer. 
The truck hauled the trailer to the delivering point at 
full speed and immediately uncoupled. 

It happened that route 1, which had three stops close 
together, was not far from route 6. The truck from 
route 6 was sent across to an uncoupled wagon on 
route 1, and deliveries made at the three points men- 
tioned. The truck then brought the empty wagon 
back to route 6 and picked up the trailer, which was 
unloaded by that time. The train proceeded half a 
mile to where the rest of the load was delivered and 
then went back to the warehouse at full speed. 

WHEN IS IT CHEAPER TO LET A DRAYAGE COMPANY 

HANDLE DELIVERIES? 

This careful working out of the routes' schedules 
reduced the delivery expense for this merchant by two 
fifths and enabled him to lengthen the routes, bringing 
in new business which could not well be reached before. 
A stable of eighteen horses has been cut to two horses, 
one used on route 3 and the other for odd jobs. Eighteen 
wagons were sold. 

In many cities some wholesalers have found it 
cheaper to delegate all delivery work to a drayage com- 
pany. In one city one of the leading drayage com- 
panies has more than 500 horses, 300 wagons, and a 
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fleet of powerful motor trucks. Another has 375 
horses, 243 wagons, and seven motor trucks. With 
these facilities the drayage companies are, in many 
cases, able to give the wholesaler as good service as 
he could give himself. 

By systematizing the work of the delivery depart- 
ment a wholesale house in a Western city has been able 
to give better service at less cost. A city delivery 
schedule was adopted and closely followed. This 
schedule is shown in Figure 80, together with the in- 
structions to drivers which accompany it. It will be 
seen that the commercial districts are served every 
hour and that two deliveries a day are made to the 
rest of the city. This company was able to get along 
with one truck two years ago. Now it has three 
trucks and a motorcycle with a basket attachment for 
rush deliveries. The company's investment in delivery 
equipment is about 10 times what it was two years 
ago. 

In Philadelphia one wholesaler was operating in a 
small way within the city limits. He had seven horses 
and wagons and delivered provisions to grocery and 
provision stores along well arranged routes. He fig- 
ured that for the work in hand horses were more satis- 
factory than trucks. In this he was correct, for the 
stops were frequent and the distance covered daily 
by each team was less than 20 miles. 

His attention, however, was drawn to the rich out- 
lying territory near Philadelphia, the towns and cities 
lying beyond the suburbs, such as Princeton, Trenton, 
and Doylestown on the north, Coatesville and West 
Chester to the west, and Bridgeton and Williamstown 
in New Jersey. These towns were served, and served 
poorly, by slow-going boats plying the Delaware, and 
also by rail. Provisions were shipped to only the 
principal points along the railroads and waterways, 
and jobbed from those points. This was unsatis- 
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FIGURE 81— Imagination and the courage enabled a Philadel- 
phia grocery jobber to develop hia business from a small local 
trade to one covering many surrounding towns. The five motor 
truck delivery routes he laid out helped win success. 
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factory, as orders were placed only at intervals by the 
local provision men, and the tendency was to order 
less, rather than more, than needed. 

The situation seemed promising to this wholesaler. 
After he had briefly studied it, he called into play a 
higher faculty — creative imagination — and began to 
picture in his mind how the situation might be changed 
with motor trucks. 

A LITTLE IMAGINATION MORE THAN DOUBLED THIS 

MAN'S SELLING FIELD 

He imagined a fleet of fast trucks covering this ter- 
ritory daily, or at intervals of two or three days. He 
estimated the effect on this trade of a regular, depend- 
able running schedule, of frequency of call, especially 
in towns distant from points on the rail and water 
routes. He took into account the reduced expense of 
handling business of this type due to the elimination of 
three separate handlings of stock, the cutting out of the 
dealer's commission, and the further expense of branch 
stores or stock depots. He also considered the prestige 
which he, as a city merchant, would have with a "fresh 
stock at city prices" argument. 

At about this time he called upon the local branch of 
a truck manufacturer for advice. A salesman conferred 
with him and between them they prepared a map of 
the territory under consideration, which in its final 
form is reproduced in Figure 81. 

The territory itself suggested a division into zones or 
loops. Loops 1 and 4 measured about 75 miles, 
taking into consideration several offshoots to small 
towns along the way. Loops 2, 3, and 5 took any- 
where from 120 to 140 miles to cover. 

He bought five trucks. For the loop to West Chester 
and Coatesville, and the trip to Burlington and Mt. 
Holly, he purchased two 1,500-pound trucks equipped 
with pneumatic tires. These trucks were speedy, and 
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able to make the trip of 70-odd miles before sun- 
down. As they needed to carry only enough stock for 
one day's deliveries, their capacity was ample. 

The three remaining loops were too long to be done 
in one day's running with proper attention to necessary 
calls. The jobber allowed two days' time for each of 
these routes, the trucks spending the nights always at 
the same half-way points, where economical arrange- 
ments were made for housing trucks and drivers. As 
these trucks delivered twice as much as those on loops 
1 and 4, he selected 3 J^-ton models. 

The increased weight made it seem a questionable 
policy to equip with pneumatic tires, and inasmuch as 
the distance covered daily was much less than that 
covered in the shorter routes, and the number of calls 
per mile was also smaller, he f ound that he could reduce 
the speed on the larger trucks and use solid tires to 
advantage. 

m As a result of this plan he created a business running 
into $200,000 a year. The system worked better than 
he had hoped. The regular, frequent deliveries, the 
absence of real competition, the prestige of the city 
store, the guarantee of fresh goods, the psychology of 
the trucks themselves — all of these factors brought 
business to him. Instead of quoting lower prices on 
account of the economies resulting from motor de- 
livery, he soon found that he was able to charge higher 
prices because of the greatly improved service he sup- 
plied. 

An Indianapolis concern does not use trucks at all 
for city deliveries, relying wholly on horses. The es- 
tablishment of safety zones throughout the city where 
traffic is heavy, with its tendency to cause congestion, 
is given as the reason for not using automobiles. 

In Los Angeles a large wholesale concern has found 
that automobile trucks often can be used to advantage 
in city deliveries. The increasing tendency on the part 
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of the retailers in this city to order in small quantities 
frequently developed a serious problem in delivery 
service. With the growth of the city and the resulting 
increase in business it became necessary for the com- 
pany to cut down on the number of deliveries a week to 
each customer. 

By means of a strenuous campaign of education the 
wholesaler made his customers see the impossibility 
of giving them daily service and low prices. He now 
has a system of deliveries to each customer two or 
three times a week, with different days for different 
sections of the city. Many retailers have learned to 
anticipate their wants in some degree and the system 
has proved effective in reducing this wholesaler's de- 
livery costs. 

SOME WHOLESALERS HAVE FOUND BRANCH WAREHOUSES 
THE ANSWER TO HIGH DELIVERY COSTS 

Delivery costs from the old wholesale grocery dis- 
trict in New York, on the lower west side of Man- 
hattan, to points in the uptown residence sections 
reached a point a few years ago where one wholesale 
concern actually found it more profitable to refuse 
orders than to try to deliver them. 

This concern, Austin, Nichols and Company, at that 
time opejated four houses in lower Manhattan, three of 
which were small, and a large main plant at Hudson and 
Jay Streets. A careful study of costs proved that 
money was lost on many orders which had to be re- 
handled from one of these warehouses to another in the 
course of the delivery. It was two miles from one of the 
small houses to the main plant and teams and motor 
trucks had to make the trip several times each day. 

It cost $18 a day to run a 5-ton motor truck, and 
$9 a day to operate even a two-horse wagon. It some- 
times took a whole day to bring goods from one ware- 
house to the main plant and to deliver them uptown. 
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The company realized something had to be done at 
once. 

Tentative plans were tried out but it took two years 
to solve the problem satisfactorily. The company tore 
down an old sugar refinery and obtained a good location 
on the Brooklyn water front near the Williamsburg 
bridge. There a modern warehouse was built and this 
was connected with one of the best freight terminals in 
New York. 

All except one of the downtown plants were aban- 
doned and a new building was erected at 129th Street 
and the East River. By using the lighterage system 
on the East River to carry goods from the Brooklyn 
freight terminal to the 129th Street plant practically 
all the inconveniences of delivery in a big city were 
avoided. There were no delays due to congested traffic 
and the cost of shipping the goods was only about 4 
cents a hundred pounds. 

Deliveries for any part of the city within the radius 
of the 129th Street station could be made at a cost of 
from 5 to 15 cents. This radius includes all the ter- 
ritory from 42nd Street to Yonkers. Formerly it cost 
as high as 30 cents a hundred pounds to make deliveries 
in this territory from the downtown warehouses. At 
present lower Manhattan is served from the Hudson 
Street warehouse; Brooklyn from the Brooklyn ter- 
minal; and upper and middle Manhattan, the Bronx, 
and Westchester are served from the 129th Street 
station. Jersey shipments are made by boat directly 
from Brooklyn. 

By far the larger part of the business is done from 
the 129th Street station, and it can be done at less cost 
because the streets are wider and the congestion less. 

North of 129th Street there is little congestion and 
few traffic restrictions. Hence, a truck working from 
the 129th Street base has only distance to overcome 
and this is not a serious handicap, as the streets are 
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mostly well paved. The truck can now work nearly 
three times as fast as when working north from the 
Hudson Street base. 

One wholesale firm makes sure its local customers 
receive their goods promptly by having a receipt blank 
printed on the end of the order copy sent to customers. 
This blank calls for the customer's name and the time 
the goods were received and thus eliminates a tendency 
on the part of the drivers to loaf on the way, for each 
one's running time is carefully checked up. 

All through the investigation it was indicated that 
costs were rising. Up, up, up they climb and already 
some items have reached points scarcely dreamed of a 
few years ago. Wholesalers apparently are faced with 
trouble unless increased sales volumes at profitable 
levels are obtained — and many have found that in- 
creased effectiveness through more accurate routing 
and scheduling of local deliveries is one of the answers 
to this big rising cost problem. 
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CHAPTER XVI 
EQUIPMENT THAT HELPS PAY DIVIDENDS 

IN Des Moines, Iowa, the Charles Hewitt & Sons 
Company has installed pneumatic tube and carrier 
equipment that not only gives better service to 
customers, but also has speeded up the work so greatly 
that it is finished much more quickly. x And the em- 
ployees work shorter hours now for the same pay. 

Pneumatic tubes, automatic writing machines, grav- 
ity conveyors, inclined lifts, lowerators, elevators, tele- 
phones, and spiral chutes are some of the speeding-up 
and labor-saving devices which, in many other modern 
wholesale houses, have eclipsed the slow-footed mes- 
senger boy, the mail bag, stair climbing, the wheelbar- 
row, block and tackle, and even ladders. Just how 
surely profits depend on service, and service in turn 
depends on speed in filling orders, was plainly evident 
at every step in the nation-wide investigation among 
wholesalers which was part of the preparation of this 
book. Many indications were found that manufac- 
turers of equipment and machinery, as well as the 
wholesalers themselves, are keenly alive to the needs of 
the wholesale house. It is certain that in many cases 
reductions in the cost of doing business are due largely 
to labor-saving and speeding-up devices, which exer- 
cise a direct influence on service, and, hence, on profits. 

In the Des Moines concern the new equipment en- 
abled it to move the general offices to the top floor of 
the new building and to save both time and money in 
the daily routine. "When we built our addition and 
remodeled our old plant, we moved our general offices 
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from the first floor to the sixth floor," said Mr. Hewitt 
in speaking of the advantages of the new system. 
"Some of our 'friends' apparently took pleasure in say- 
ing that we would never be able to get our customers up 
to our offices, but we find that we have had more re- 
tailers in our offices since we moved than we ever had 
before. 

"We have, of course, a passenger elevator, but for 
the benefit of those who do not wish to take the time 
to come upstairs, we maintain a city order department 
on our first floor, in charge of our assistant receiving 
clerk. He is a young man who has had office experi- 
ence and knows how to sell goods. As soon as he enters 
an order, it is placed in a carrier and shot through the 
tube to our credit department in our general offices on 
the top floor. The order is O. K.'d and back down- 
stairs long before the goods are ready for delivery to 
the buyer. Cash sales can be handled just as easily 
on the first floor as they are in our main office. The 
carriers can be used for the transmission of cash, as 
well as for papers. 

"With this system, used in connection with the 
overhead carrier, and other time-saving devices, it is 
very seldom necessary for any employee, either ware- 
house or office, to leave his or her department. It 
eliminates visiting, for usually whenever an employee 
leaves his desk to go to the desk of another employee, 
he visits on the way to his destination, and on the way 
back to his own desk." 

By using automatic conveyors this same company 
has reduced trucking charges, facilitated the operation 
of delivery trucks, and speeded up the handling of 
orders. 

Aline of gravity conveyors from the receiving platform 
to an elevator and portable sections of gravity conveyors 
on each floor take care of the incoming materials. The 
same equipment, with a line of gravity conveyors from 
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the discharge end of the elevator to the shipping plat- 
form, accommodates perfectly the outgoing product 
(Figure 82). 

These conveyors with a proper tube equipment help 
give low labor costs and there are few delays in receiv- 
ing goods and in getting orders filled. Trucking 
charges are reduced. A truck discharges immediately 
upon reaching the platform and is loaded at once. 

MECHANICAL DEVICES ENABLE THIS WHOLESALER TO GET 
ORDERS QUICKLY FROM OFFICE TO WAREHOUSE 

Janney, Semple, Hill & Company, wholesale dealers 
of Minneapolis, have a pneumatic tube service between 
their office building and the warehouse three blocks 
away, which has practically paid for itself through the 
resulting saving in messenger service. 

Orders are received either by mail in the general 
office, by telephone in a special, glass-partitioned room, 
or in the city sales room. From all of these points the 
orders are dispatched, as soon as they are transcribed, 
to the entry department on the first floor, where they 
are recorded. 

A tube to the credit department expedites the 
approving of the orders before they are sent over the 
pneumatic tubes to the various department stock rooms 
to be filled. After an order is filled the shipping lists 
are forwarded by tube to the billing and shipping de- 
partments and the goods are started to their destina- 
tions. 

In addition to these tubes for handling orders pneu- 
matic stations are located in the buyer's department, 
the sample room, and the main offices. These sta- 
tions and tubes are always busy with the various inter- 
departmental messages that are necessary in every 
large office. 

In Figure 83 is shown a layout for the installation of 
a pneumatic tube system. This system proved its 
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value to the entire satisfaction of the company which 
installed it. 

In all installations of conveyors and intercom- 
municating systems, as well as much other equipment, 
there is, of course, more or less use of power. In mod- 
ern wholesale buildings steam usually is used only for 
prime movers, for heating and sometimes for engine 
room auxiliaries. Prime movers ordinarily are con- 
nected with electric generators, and occasionally with 
refrigerating installations. 

In modern buildings electricity usually is the form 
of power selected on account of the cleanliness, ease of 
control, and the compactness of electrical drive. The 
type of electrical machinery to be used usually is best 
decided by the architect and engineer employed in the 
designing of the building, as local conditions almost 
always are the deciding factors. Whether this power 
will be generated by a steam plant on the premises, or 
purchased from the local lighting company, is another 
question that should be thoroughly gone into and 
settled for each case on its merits. 

Several strictly engineering considerations enter into 
this problem. The first one is the cost of operation, 
which is settled largely by the relative cost of coal and 
purchased electricity. Again, if the requirements of 
the building are small as to the amount of power and 
light, it may not pay to maintain an engineer and a 
fireman, and, as it is seldom good practice to turn the 
control of the power plant over to any except skilled 
men, the small plant may easily not prove economical. 

Also, the climate has an influence, for if the winters 
are very long or severe it may pay to put in a private 
plant so that the exhaust steam from the engines can 
be used for heating the building. In northern cities 
where steam heat is used six months or more each 
year, some wholesalers figure that their lighting is act- 
ually a by-product and costs them practically nothing. 
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going goods are handled in many wholesale 
f gravity conveyors from the Foot of the eleva- 
platform. Less labor is necessary and loading 
is faster and easier. 
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FIGURE 83— Pneumatic tubes connect every department i 

this warehouse. All messages first go to a central station on tf 

top floor and are then transferred to the proper tube. 




FIGURE 84 — Storing goods on distant parts of the warehouse 
floor is made easy in an eastern concern by the use of gravity 
conveyors from the elevators to different parts of the plant. 
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How to equip the city sales department to handle 
customers with the least trouble and the greatest 
efficiency was an important question when one whole- 
saler remodeled his offices. The city sales manager 
often found it necessary to question the credit of a 
customer, and it was embarrassing alike to the sales- 
man and the customer to consult the credit depart- 
ment by telephone. 

HERE IS A DEVICE WHICH SAVES TIME AND AVOIDS 

OFFENDING CUSTOMERS 

To get around this difficulty the wholesaler installed 
automatic writing machines in the sales room and in 
the credit department. When a customer calls, the 
sales manager writes his name and address on the in- 
strument without the customer's knowledge. This at 
once appears on the instrument in the credit depart, 
ment and the credit man, after looking up the account, 
writes back to the sales manager a statement of the 
customer's credit standing. Besides saving embar- 
rassing questions in the presence of the customer, this 
avoids the possibility of error in transmitting the in- 
formation and leaves the sales manager free to deal 
with his customer while waiting for a reply. 

In handling its orders one wholesale grocery house 
has done away with the necessity of making duplicate 
copies of the order by using an automatic writing ma- 
chine in the packing and stock rooms. Orders are sent 
directly to the shipping clerk, who writes them on the 
instrument. The order appears on all stock floors 
concerned at the same time. Work of picking up the 
goods begins at once. It any are missing when the 
different parts of the order reach the packing rooms, 
the instrument again is used to order the goods from 
the proper stock floors. 

A wholesale house in the East has installed a com- 
plete system of conveyors for handling incoming mer- 
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chandise. The goods are unloaded from the truck 
directly on to a conveyor, which carries them past an 
employee who marks the proper storage department on 
them. The conveyor carries the goods on to an auto- 
matic elevator. A boy sees that the elevator is set 
for the proper floor. They are then placed on short 
lengths of gravity conveyors and sent to the depart- 
ment where they are to be stored (Figure 84). 

In one of the newest large wholesale houses in the 
country four elevators are the only means of moving 
original package goods and small broken lots from floor 
to floor. Hand trucks are used exclusively in moving 
the goods from one department to another. 

This company puts up in cartons its own brand of 
raw breakfast food and one or two brands of pancake 
flour. All this work is done by a machine which folds 
the boxes, fills them, seals them, and turns them out 
ready to be packed. The bins which hold the raw 
material are placed on the floor above the machines and 
the feeding is entirely by gravity. The same system 
is used in putting up flour in two and five-pound pack- 
ages. 

Of course, it is not the purpose of this chapter to 
point out that the only way to increase service to cus- 
tomers, speed up business, and beat down costs is to 
install expensive equipment. However, the experi- 
ences described from the records of concerns that have 
installed modern equipment indicate that sometimes 
expenditures of this type may in the end amount to 
worth while operating economies, and this, of course, 
is one aim of every progressive wholesaler fighting 
rising costs. 



CHAPTER XVII 

* 

MAKING YOUR DOLLARS WORK FASTER 

I MUST buy in small lots, reordering frequently once 
I have found what is going well, if I am to overcome 
rising costs in the one way that seems open to me — 
building up a fair profit out of a lot of little ones tacked 
on a high cost of doing business," declares the retailer. 

"And I'm fighting rising costs, too, and when you 
start out to increase your rate of turnover that way 
you force me to put more money into my business to 
cover the increased expense of handling broken lots, 
or even to put up more money for stock for an in- 
stock department, if that is the only way to care for 
your frequent small orders — and when I put more 
money in my business my rate of turnover naturally 
tends to go down, instead of up," the wholesaler says. 

Perhaps he adds: "If my rate of turnover is slowed 
up, you must expect me to charge for the increased 
cost of supporting a slower rate of turnover — but in- 
stead of doing that Fm afraid you often don't even 
give me a fair fighting chance but shift your trade to 
one of the many localized wholesalers who are springing 
up because they can handle frequent small orders quickly 
with distance in their favor." 

And so we face a great distributive problem — the 
back wash of the war against rising costs which goes 
on every day. There is much to be said on both sides 
of the question — but since it's gone to a state of war, 
"saying" usually is not of much immediate assistance 
and "doing" is, as a rule, about all that counts. 

Now "doing" in the case of the wholesaler quite ob- 
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viously. means speeding up the rate of turnover and 
jamming down the cost of doing business. If the re- 
tailer has found a rapid rate of turnover and a knock 
down fight effective against the liquid fire of rising 
costs, why shouldn't the same weapons help the whole- 
saler, since he's struggling also against liquid fire? 

Logical enough! But how? The preceding pages 
have tried to supply, besides a lot of tested methods, 
a new way to attack each item in the cost of doing 
business. They tell you what costs others pay; what 
costs you should be able to attain, judging by the 
experience of the concerns that have made the best 
records; and what methods the unusually successful 
houses have used. Now this chapter is going. to try 
to report to you how some concerns are going after a 
faster rate of turnover. 

The leaders among the 387 wholesalers reached by 
the investigation that stands back of this book appar- 
ently either consciously or unconsciously agree that 
these are about the six best ways to speed up the rate 
of turnover: 

1 — Finding what it costs to sell each line and 

what lines turn rapidly — so that the good-profit 

fast-turning combinations can be located and 

pushed. 
2 — Standing up for a fair profit. 
3 — Holding down returns and cancelations. 
4 — Looking at rates of turnover from a logical 

viewpoint. 
5 — Keeping a close watch over each customer's 

trade and extending useful cooperation to him to 

the end that he may get ahead faster. 
6 — Getting money in quicker from customers. 

Let's take up these six methods in order. First 
comes finding what it costs to sell each line and what 
lines turn rapidly — so that the good-profit fast-turning 
combinations can be located and pushed. By divid- 



GETTING MORE TURNOVERS 211 

ing his stock into several departments and handling 
each department much as if it were a separate business, 
one wholesaler was able to stop expensive leaks, "speed 
up" the rate of turnover and push the lines that seemed 
to "slow down." In one year he reduced his opera- 
tional costs more than 2%, and at the same time in- 
creased gross sales 12%. 

When this wholesaler classified his merchandise ac- 
count as indicated in the tabulation that follows, he 
insured against mistakes, enforced better and more 
economical methods in selling, and strengthened his 
credit so that the problem of financing the business was 
easier. He learned exactly the cost of handling each 
line. The figures thus obtained provided comparisons 
that enabled him to check costs in a definite way 
and to locate the leaks. 

The following classification shows how he- divided 
his stock, and also the cost of operating each depart- 
ment for one year : 

1. Factory — sauerkraut and salad dressing 12.5% 

2. Canned goods : 8.3% 

3. Dried fruits '. 9.1% 

4. Cereals, starch, vinegar, brooms, chocolates 7.2% 

5. Tobacco 4.6% 

6. Tea 12.8% 

7. Coffee 8.5% 

8. Flour, feed 3.6% 

9. Produce 5.8% 

10. Cider 12.1% 

11. Twine, rice, soap, woodenware, yeast 8.9% 

12. Sugar 3.3% 

13. Candy 6.5% 

14. Cheese, lard, meats 4.9% 

15. Cigars, cigarettes 10.3% 

16. Fish, beans 8.5% 

17. Salt, crackers, oils, drugs 5.9% 

18. Fruit jars 5.5% 

Average cost of operation 7.6% 
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A classification of this kind can be made in any whole- 
sale establishment. This particular one, since some- 
thing has to be taken as an illustration, happens to 
refer to groceries, but it obviously might just as well 
refer to nails, petticoats, or dynamos. In fact, a 
simple classification of the merchandise in a wholesale 
house is usually essential if the proprietor wants to 
keep track of how each line is moving and how much it 
costs to handle. In this way he finds an effective 
weapon for locating expensive leaks. 

Making each item bear its share of the overhead cost, 
as indicated in the classification, helps the wholesaler 
to eliminate unprofitable lines and to concentrate on 
those which produce the biggest net profit. The next 
step is to find out which of the lines turn fastest and 
then push the fast-turning good-profit lines for all 
they're worth. Many wholesalers apparently feel 
that the last sentence should be printed in red letters an 
inch high. How an increased cost of doing business 
makes a higher rate of turnover necessary is shown in 
the chart of a wholesale and two retail concerns in the 
same line shown in Figure 85. 

Another instance of this character is related by an 
Illinois wholesaler. "Within two years after classify- 
ing my merchandise account," he says, "I located leaks 
that previously went unnoticed and I found out about 
defects in my stockkeeping that I never thought 
existed. For instance, the costs in my cigar and 
cigarette department jumped in one year from about 
9 % to 1 1 %. The increased sales in the department did 
not justify this increase. I called the manager of the 
department to my office, showed him the increase 
revealed in the classification sheet and asked him to 
explain it. He was surprised to know that the costs 
had gone up and could offer no reason. 

"By inquiry, however, I learned that in the year just 
closed he had bought heavily of a line of expensive 
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cigars and cigarettes not altogether suitable to our 
trade. I told him to cut the prices on these lines if it 
was necessary to move them and to be more careful in 
future buying. Instances of this character have been 
revealed in almost every department, but they are more \ 
quickly spotted now than before the merchandise ac- i 
count was classified." \ 

In place of receiving profit and loss statements every 
six months, the classification helped the wholesaler to 
get statements monthly showing the condition of each 
department. He was able to compare, cut, and stand- 
ardize costs, and to locate the fast turning lines among 
those yielding the best profits by simply figuring rates 
of turnover from his stock figures. With definite 
items by lines before him, it was simply a matter of 
measuring the records of yesterday with the records of 
today. 

DO YOU GET THE GREATEST POSSIBLE NUMBER OF SALES 
AT THE HIGHEST MARKET PRICE? 



Next in order is the second of the six methods:, 
standing up for a fair profit. v 

In this connection one wholesaler says: "Never for-, 
get that you cannot get a profit unless the other fellow 
does." 

Rates of turnover can often be helped materially 
by adopting methods which will keep the price up to 
the standard. One wholesaler had this fact forced 
upon his attention by one of his salesmen. 

The salesman walked into the office of his employer 
and told him that a study and a comparison of the field 
would show the necessity for raising some prices. The 
wholesaler had complained that profits were on the 
toboggan, despite the fact that he was striving to 
keep track of the various changes necessary in the 
business. He was timid about increasing his prices in 
certain lines for fear he might lose some of his old 



\ 
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customers, so he refused to approve the salesman's 
suggestion. 

When the salesman went over his territory again, he 
studied the price lists of competitors and concluded to 
make one more effort to awaken his employer, and no 
matter what the result to himself, to take tentative 
orders, "subject to cancelation by the boss," at the 
prevailing market. On his return, when he handed in 
his orders, it was found that the volume exceeded the 
results of previous trips and, better than that, the 
orders called for the higher prices. The profits were, 
of course, heavier, and the wholesaler, who was con- 
vinced that his attitude had been mistaken, gladly 
confirmed the tentative orders. 

The third method — holding down returns and can- 
celations — comes next. Returns and cancelations in- 
volve one of the most debated of wholesale-retail dis- 
tributive problems. There is much to be said on all 
sides, doubtless — but, since this book is not prepared 
for purposes of debate, but to supply "how to do it" 
facts, we can turn directly to the concrete. 

In one month 21 % of the gross sales of one whole- 
sale house was sent back and in the preceding month 
the company passed credits on 16% of the month's 
sales. This high mark was not maintained over a period 
of 12 months, but nevertheless tabulation showed that 
for the year the returns amounted to 9.8%. Such a 
condition as this is a serious check on any wholesaler 
who is trying to speed up his rate of turnover. 

One retailer who had purchased a large bill of goods 
sent the entire lot back because it did not measure up 
to his standard of quality. These goods were examined 
for defects when they arrived and found to be in satis- 
factory condition. They were put back in stock and 
naturally the process of rehandling and drayage 
represented a substantial item of expense and the turn 
on the entire stock was that much slower. 




FIGURE 85 — These typical examples are all •elected from the 
some field to picture variations in rates of turnover. This chart 
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FIGURE 86 — By studying the sales territories one concern 
determined the goods which would move quickest in each section. 
This information was placed on charts and sent to the retailers. 
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"One of our big customers consistently returned 
one fifth of his purchases and when we showed him 
figures on the cost of placing the merchandise back in 
stock, he canceled Ids orders and went to another 
house to get his supplies/' says the same wholesaler. 

As this instance shows, unless canceled orders and 
returns are kept under close control, the chances for 
profit often are seriously affected. Prompt delivery of 
seasonal or special orders has been found by several 
wholesalers to have good effect in keeping down returns 
and thereby speeding up the rate of turnovers. 

SATISFIED CUSTOMERS OFTEN MEAN A FA8TEB 
RATE OF TURNOVER 

Of course "prompt delivery ,, is easier said than 
done! To insure shipment of every stock order on the 
date promised, a watchful wholesaler has installed a 
system that has cut down returns and cancelations. 

When a special order is received, the salesman cover- 
ing the customer's territory is immediately notified of 
the receipt of the order. He returns a prompt acknowl- 
edgment to the house. In this way the salesman is 
kept in constant touch with the customer's wants. 

By daily reports from each department, the head of 
the concern is able to trace the position of every order, 
and delay in any department flashes a danger signal. 
A speeding up follows immediately. This wholesaler 
is able now to deliver goods on the date promised 
almost without exception and this careful handling of 
orders has reduced his charges growing from returned 
goods and cancelations. 

Now we come to the fourth method — looking at 
rates of turnover from a logical viewpoint. One ex- 
treme declares: A faster rate of turnover simply saves 
you the interest on some money, and perhaps the 
value of a little space and the like. The opposite ex- 
treme holds: By turning stocks faster you can build up 
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a fair net from a number of little nets riding on lower 
mark-ups than you would have had to take if you 
turned slower. You can, in other words, get by on a 
mark-up of 10% where you formerly — or your com- 
petitor with slow-turning stocks today — took 11%. 
That 1% enables you to make better prices on some 
lines — and thereby win new trade — and to combat 
doing business. Merely as an incident, you save a 
rising costs of little interest, and so on. 

Regardless of which extreme you incline to, it is 
important to try to get a sane viewpoint and to 
thoroughly understand what "rate of turnover/' as a 
mere term, means. "The rate of turnover of goods,' ' 
as a term, is responsible for much false reasoning and 
poor business due to a misunderstanding of its true 
meaning, according to one wholesaler. The usual 
reasoning of the mere "volume hunter," regardless of 
how fast the stocks turn under the volume, is that sales 
of quantities lessen the possible selling price because 
the same overhead carries everything over the average. 

Such reasoning is a strong argument for cost ac- 
counting, according to Edward N. Hurley, former 
chairman of the Federal Trade Commission and more 
recently head of the Shipping Board, who says: "To 
claim that your overhead is reduced because you are 
handling a large volume, and to handle any product 
solely for this reason, is causing more trouble than any 
other one method." 

Overhead expense is of course a tax from which no 
article justly can escape, no matter how much the rate 
of turnover is speeded up, and this tax naturally should 
be collected from every item handled. However, a 
rapid rate of turnover lessens the proportionate amount 
to be collected from each sale. 

Rates of turnover are easily figured by dividing the 
sales for any period, at cost, by the cost of the average 
stock on hand during the period. Once the wholesaler 
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has secured rate of turnover and cost figures for his 
business, it is not difficult for him to demonstrate the 
added profit which an extra turn will bring. 

The net gains climb when the expenses are cut, the 
number of turns increased, the totals owing from cus- 
tomers reduced, or the gross profits lengthened. As 
soon as larger stocks accumulate, customers neglect 
to pay, or expenses increase, the net profits dwindle. 

To show these conditions, it is only necessary to 
express the customers' balances and the stock on hand 
as equal to so many average days' sales. Your sales, 
we will suppose, reach $540,000 a year, or an average of 
$1,500 a day. Then, if your average stock is valued 
at $45,000 it equals 30 days' sales, and the total due 
from customers, 15 days', if we take it as $22,500. 
Also, if your gross profit is 25% and your cost of doing 
business 20%, the net profit for the period will equal the 
difference between these two percentages divided by 
the sum of the stock and the customers' accounts due, 
expressed in days, and multiplied by 360. Or, in 
figures: 

25 — 20 

Net profit on your capital for the 



x 360, or 40%. 30+15 

If the stock is increased to a 60 days' supply, the 
rates of turnover lessen, and the net profit at once falls: 

Net profit on your capital for the year — ffl , 
x 360, or 24%. 60+15 

But if you buy closer and push your stock down to a 
15 days' supply the increased rate of turnover carries 
the net profit upward: 

Net profit on your capital for the 



x 360, or 60%. 15+15 

Although these relations of profits to rates of turn- 
overs are universal, individual conditions, of course, 
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Line Gross Sales Turnovers 

Grocery $500,000 to $1,000,000 6 

Grocery $1,000,000 and over 10 

Drugs $1,000,000 and over 6 to 6Ji 

Hardware $1,000,000 and over 3 

Clothing $1,000,000 and over 2 , 

Shoes $1,000,000 and over 5 

These figures represent the rales of turnover in a representative house in 
each of the lines mentioned. The turnover rctte of course varies widely 
within each line depending on the location of the house and the character 

of merchandise handled. 



vary the number of turns actually secured in specific 
concerns. As is well understood, for instance, a 
grocery stock will turn rather fast, comparatively, 
while a hardware stock turns more slowly. 

Now we come to the fifth method — keeping a closer 
watch over each customer's trade and extending tact- 
ful cooperation to him to the end that he may prosper. 

A faster rate of turnover under this method is ob- 
tained by the sales manager of an Ohio wholesale 
concern by keeping a list of customers and their pur- 
chases in an indexed book. This information appears 
also on the general records of the office, but by main- 
taining his own territorial list, the sales manager finds 
it easier to check the work of the salesmen, to follow 
up prospects with a definite program, and to draw a 
comparison of the sales from time to time. When 
sales do not appear normal on the record of a customer, 
the sales manager starts a prompt inquiry. 

When the wholesaler cooperates intelligently and 
effectively with the retailer, a greater volume of busi- 
ness usually is insured, and at a reduced expenditure 
of money and energy. The "small order" policy that 
prevails in many wholesale houses apparently has re- 
moved the caution and hesitation in buying through 
wholesalers which some retailers have had, some 
wholesalers feel. Quick rates of turnover, of course, 
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increase profits and help to kill the "dead stock" bogey. 

One wholesaler says he has found one helpful method 
of cooperation in sending out bills and acknowledging 
orders. In this house the bill clerk not only gives the 
the number assigned to the merchandise, but also gives 
the name, size, and color of the article. This whole- 
saler says his system reduces the number of complaints 
from improper billing and that retailers appreciate 
this sort of help. 

"We make it a rule never to sell the retailer an order 
that is inconsistent with his selling possibilities," says 
a southern wholesaler, explaining how he speeds up his 
turnover rate at reduced costs. "We do not allow the 
salesman to force sales and the result is that he makes 
more individual sales every week than he could if he 
tried to land bigger orders." 



"A sincere and friendly spirit of cooperation is 
necessary," says another wholesaler, "if you are going 
to get the retailer to stand back of your goods and push 
them. Quality of merchandise is essential and prompt- 
ness in handling inquiries and orders is of equal im- 
portance, yet we have found that to solve the riddle of 
rapid distribution and to lessen returns, the human- 
izing influence of quick and generous assistance to the 
retailer and his problem is of the highest advantage." 

A distributor of underwear has worked out a rather 
elaborate plan for cooperating with the retailer to the 
end that the sales of his products at retail will result in 
fast turning stocks all along the line. He reports the 
plan a success. 

This company instructs its salesmen to observe 
carefully in their territories what items of the com- 
pany's goods are in greatest demand. Reports of sales- 
men are checked up with orders from each territory. 
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The company makes several weights and grades of 
goods and the location of the territory, climate, and 
the type of industries has a strong influence on the 
sales possibilities for each item. 

Classification of the various items is made by states. 
The company determines the four best selling lines in 
each state and then charts the results in the manner 
shown in Figure 86. A copy of this chart is sent to 
each retailer. A glance at it shows him which lines 
will have the fastest rate of turnover in his territory. 

As a result he is able to buy intelligently, the goods 
move quickly, and he makes a greater profit on the 
year's business. This, of course, acts for the benefit 
of the distributor, who is able to place his goods where 
they will move quickest and thereby increase his rate 
of turnover. 

The last of the six plans comes next — getting money 
in more quickly from customers. As we show on 
page 218, where we worked out a formula for figuring 
net profits under varying conditions, an increase in 
the accounts due from retailers slows down the rate of 
turnover quickly. This is natural enough, for stock 
unpaid for on customer's shelves is just like so much 
more stock in your own inventory — stock in which 
your own money is tied up is simply on a retailers' 
counters instead of being in your own warehouse. 

So getting money in quicker directly xeacts on the 
rate of turnover. To deal with customers who cannot 
be encouraged to pay promptly by the offer of cash 
discounts, and to put tied-up capital back nto use 
more rapidly, many wholesalers have adopted the 
trade acceptance. 

Two per cent discount for a period of 60 days is 
equal to 12% a year, or double the rate at which 
money usually can be borrowed. In other words, the 
wholesaler pays double to get his money back at work. 

Trade acceptances keep money working. An ac- 
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ceptance is really a draft, drawn upon the purchaser 
of goods at a certain number of days' sight, at the time 
of sale, and can go forward with the invoice. It is 
accepted (signed) by the purchaser and returned upon 
receipt of the goods. It is then endorsed by the house 
making the sale and presented by it to its bank for dis- 
count at rates which are established by the government. 

It can be used by the bank under certain conditions 
to secure the issuance of Federal Reserve Notes — 
actual currency — and thereby comes a part of a great 
stream of money which can be called on to drown out 
panics under the trade acceptance system. The ac- 
ceptance is payable at the bank the purchaser desig- 
nates. In some lines concerns have been able to 
transfer almost all their open accounts into trade 
acceptances. If you want more information on this 
subject write to the Librarian, A. W. Shaw Com- 
pany, Chicago. 

These, then, are the plans used by the bell-wethers 
among 387 wholesalers in their fight to maintain prof- 
its in the face of rising costs. It's a great fight, a 
fight that has you in a state of siege, or that is just in 
touch with your outposts, or that perhaps is merely 
advancing on you out of sight over the mountain — 
you're either attacked or about to be attacked. But 
you can't be defeated once armed with the experience 
of hundreds of others supplied through books like 
this and the other business publications which are 
available today, can you? Of course not. 
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ACTUAL COST FIGURES THAT 
WILL HELP YOU WIN OUT 



PART IV 
TO HELP YOU FIGHT RISING COSTS 

ON the following pages you will find in concrete 
form the cost-of-doing-business figures discussed 
in the various chapters. You will also find spaces 
in which you may record your own cost figures for 
the last two years and the figures which you strive 
for next year. Use these tables to help you in your 
fight against rising costs — they can aid you a lot. 
These figures can help you greatly if you arrange your 
figures in the columns provided, because you can then 
compare with the typical figures for your line and 
decide how you will work to reach the indicated at- 
tainable standard. 

All these percentages are averages and all figures 
are based on total annual sales. Typical percentages 
are averages of the most carefully compiled cost figures 
given to the Bureau of Business Standards by whole- 
salers in the different lines. Attainable percentages 
are averages based on the costs of the most effectively 
managed and successful concerns picked from the 
entire group from which the typical percentages were 
obtained. 

Select the typical figures that apply to your business 
and write them in the first column on the following 
pages. In the second and third columns you can put 
down your costs for last year and the year before. 
You can then compare these with the indicated av- 
erage in the first column. This gives you a chance to 
get your latitude and longitude and shows you the 
"short routes" and how "fast" others have traveled. 
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TO HELP YOU FIGHT COSTS 

Then in the eighth column there is an opportunity to 
put down what you think your costs will be this year. 
This gives you a chance to see if you are on the right 
" route." Are your costs increasing or decreasing? — in 
the seventh column space is provided for the figure you 
are going to try for next year. This gives you a chance 
to see if you have really held to the right "route." 
In reading this book you have no doubt come across 
plans which will help you in your fight to reduce 
costs. Note in the last column the pages on which 
these plans were explained, and jot down notes on 
the memoranda pages. 

In the dry goods field most of the concerns doing 
an annual business of more than $1,000,000 were 
found to either be manufacturers or were engaged 
in retailing to some degree. In either case their 
wholesale costs were so confused with their other 
activities it was not possible to separate them accu- 
rately. The very small wholesale dry goods firms 
were found usually to have imperfect cost figures. 

On some items it will be noted that the indicated 
attainable percentages run higher than the typical 
percentages for the same items. This seems to indi- 
cate that while better management may mean higher 
costs on some items, it also means a greater saving 
on others. So much so, in fact, that all indicated 
attainable "total costs" given are lower than the 
typical "total costs." 

Percentages indicated for "selling expense" include 
salesmen's salaries, traveling expenses, and com- 
missions. "Packing and shipping" includes ware- 
house, freight, cartage, and express costs. "Office 
expenses" include stationery, postage, printing and 
supplies, and under the heading "general expense" 
are included the costs for association dues, telephone 
and telegraph charges, interest on capital used and 
borrowed, repairs, and depreciation. 
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WHAT 387 WHOLESALERS PAY 

Indicated typical cost figures and indicated attainable standards given 
here are for firms doing an annual business of $600,000 to $1,000,000 
and for firms having annual sales of less than $600,000. From these 
figures you can easily determine your approximate cost of doing business. 
Take the typical and indicated attainable cost figures for your line 
and class of business and write them in columns one and six on pages 
xxvi and xxvii. You then have a basis for comparison of your figures 
with the average for your line and by checking the proper columns you 
can keep close tab on your costs fo the coming year. 



WHOLESALE GROCERIES 

(Firms with Annual Sales of $500,000 to $1,000,000) 

Indicated Indicated 

Typical Attainable 

Costs Costs 

Selling Expense 2.2% 1.8% 

Administrative Salaries and Wages 2.2% 2.3% 

Rent 0.6% 0.5% 

Light, Heat, and Power 0.2% 0.2% 

Packing and Shipping 0.5% 0.2% 

Insurance and Taxes 0.5% 0.5% 

Office Expense 0.3% 0.3% 

Bad Debts 0.5% 0.4% 

Advertising 0.4% 0.3% 

General Expense 1.6% 1.0% 

Total Costs 9.0% 7.5% 

WHOLESALE GROCERIES 
(Firms with Annual Sales of Less than $500,000) 

Indicated Indicated 

Typical Attainable 

Costs Costs 

Selling Expense 1.7% 1.4% 

Administrative Salaries and Wages 2.0% 2. % 

Rent 0.5% 0.4% 

Light, Heat, and Power 0.1% 0.1% 

Packing and Shipping 0.3% 0.2% 

Insurance and Taxes 0.4% 0.5% 

Office Expense 0.2% 0.1% 

Bad Debts 0.5% 0.4% 

Advertising 0.1% 0.1% 

General Expense 1.4% , 1.1% 

Total Costs 7.2% 6.3% 
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WHOLESALE HARDWARE 
(Firms with Annual Sales of $500,000 to $1,000,000) 

Indicated Indicated 

Typical Attainable 

Costs Costs 

Selling Expense 5.9% 3.6% 

Administrative Salaries and Wages 6.2% 5.0% 

Rent 1.2% 1.0% 

Light, Heat, and Power 0.2% 0.2% 

Packing and Shipping 0.7% 0.8% 

Insurance and Taxes 0.7% 0.6% 

Office Expense 0.7% 0.6% 

Bad Debts 0.8% 0.7% 

Advertising 0.3% 0.3% 

General Expense 2.5% 3.9% 

Total Costs 19.2% 16.7% 



WHOLESALE HARDWARE 
(Firms with Annual Sales of Less than $500,000) 

Indicated 

TVpical 

Costs 

Selling Expense 4.2% 

Administrative Salaries and Wages 5.3% 

Rent 1.2% 

Light, Heat, and Power 0.2% 

Packing ana Shipping 0.6% 

Insurance and Taxes 0.8% 

Office Expense 0.6% 

Bad Debts 0.6% 

Advertising 0.3% 

General Expense 4.0% 

Total Costs 17.8% 



Indicated 
Attainable 
Costs 
3.8% 
4.7% 
1.5% 
0.1% 
0.5% 
0.4% 
0.5% 
0.5% 
0.2% 
2.7% 

14.9% 



WHOLESALE CLOTHING 
(Firms with Annual Sales of $500,000 to $1,000,000) 

Indicated Indicated 

Typical Attainable 

Costs Costs 

Selling Expense 5.5% 4.5% 

Administrative Salaries and Wages 3.5% 2.6% 

Rent 1.4% 0.9% 

Light, Heat, and Power 0.3% 0.2% 

Packing and Shipping. , 0.4% 0.3% 

Insurance and Taxes 0.4% 0.3% 

Office Expense 0.5% 0.4% 

Bad Debts 1.0% 0.8% 

Advertising 2.0% 1.4% 

General Expense 1.1% 1.4% 

Total Costs 16.1% 12.8% 
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WHOLESALE ELECTRICAL GOODS 

(Firms with Annual Sales of Less than $500,000) 

Indicated Indicated 
Typical Attainable 
Costs Costs 

Selling Expense 4.6% 4.0% 

Administrative Salaries and Wages 4.9% 4.9% 

Rent 1.0% 1.0% 

light, Heat, and Power 0.1% 0.1% 

Packing and Shipping 0.9% 0.5% 

Insurance and Taxes 0.4% 0.4% 

Office Expense 0.9% 0.5% 

Bad Debts 0.9% 0.3% 

Advertising 0.4% 0.2% 

General Expense 2.9% 1.4% 

Total Costs 17.0% 13.3% 

COSTS IN LARGER HOUSES 

AU the cost figures that follow apply to concerns in the different lines 
doing an annual business of more than 91,000,000 unless otherwise 
indicated. In case yours is a wholesale electrical goods firm with annual 
sales of more than $1,000,000 you can approximate your expense for the 
different items by adding slightly to each typical cost figure given here. 
In case yours is a dry goods firm with annual sales of more than 
$1,000,000 or less than $600,000 you can figure your approximate costs 
by adding to the figures given in one case and subtracting in the other. 
The investigation showed that total costs for the larger wholesale dry goods 
firms were about 2.5% higher than the typical figure here shown and that 
the total costs for the smaller houses of this line were about 8% lower, 

WHOLESALE GROCERIES 
(Firms with Annual Sales of More than $1,000,000) 

Indicated Indicated 
Typical Attainable 
Costs Costs 

Selling Expense 3.1% 2.5% 

Administrative Salaries and Wages 3.0% 2.8% 

Rent 0.4% 0.4% 

Light, Heat, and Power 0.1% 0.1% 

Packing and Shipping 0.5% 0.3% 

Insurance and Taxes 0.4% 0.5% 

Office Expense 0.3% 0.2% 

Bad Debts 0.7% 0.4% 

Advertising 0.4% 0.3% 

General Expense 1.6% 1.3% 

Total Costs 10.3% 8.8% 
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WHOLESALE SHOES 
(Firms with Annual Sales of More than $1,000,000) 

Indicated Indicated 

Typical Attainable 

Costs Costs 

Selling Expense 4.9% 4.0% 

Administrative Salaries and Wages 3.2% 2.4% 

Rent 0.6% 0.4% 

Light, Heat, and Power 0.2% 0.2% 

Packing and Shipping 1.1% 0.7% 

Insurance and Taxes 0.6% 0.4% 

Office Expense 0.5% 0.3% 

Bad Debts 1.6% 0.6% 

Advertising 0.4% 0.3% 

General Expense 2.7% 2.6% 

TotalCosts 15.8% 11.9% 

WHOLESALE DRUGS 
(Firms with Annual Sales of More than $1,000,000) 

Indicated Indicated 

Typical Attainable 

Costs Costs 

Selling Expense 4.1% 3.5% 

Administrative Salaries and Wages 3.8% 3.0% 

Rent 2.0% 1.5% 

Light, Heat, and Power 0.1% 0.2% 

Packing and Shipping 0.7% 0.5% 

Insurance and Taxes 0.4% 0.3% 

Office Expense 0.3% 0.2% 

Bad Debts 0.6% 0.5% 

Advertising 0.4% 0.5% 

General Expense 2.2% 2.2% 

Total Costs 14.6% 12.4% 



WHOLESALE DRY GOODS 
(Firms with Annual Sales of $500,000 to $1,000,000) 

Indicated Indicated 

Typical Attainable 

Costs Costs 

Selling Expense 4.9% 4.5% 

Administrative Salaries and Wages 1.7% 0.5% 

Rent 1.0% 0.8% 

Light, Heat, and Power 0.4% 0.3% 

Packing and Shipping 0.4% 0.2% 

Insurance and Taxes 0.5% 0.3% 

Office Expense 0.3% 0.2% 

Bad Debts 0.5% 0.3% 

Advertising 1.5% 0.9% - 

General Expense 1.6% 1.6% 

Total Costs 12.8% 10.6% 
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WHOLESALE CLOTHING 
(Firms with Annual Sales of More Than $1,000,000) 

Indicated Indicated 

Typical Attainable 

Costs Costs 

Selling Expense 6.0% 5.2% 

Administrative Salaries and Wages 4.0% 3.8% 

Rent 1.2% 0.8% 

light, Heat, and Power 0.3% 0.2% 

Packing and Shipping 0.4% 0.3% 

Insurance and Taxes 0.4% 0.3% 

Office Expense 0.3% 0.2% 

Bad Debts 1.2% 1.0% 

Advertising 2.0% 1.8% 

General Expense 1.4% 2.0% 

TotalCosts 17.8% 15.6% 

WHOLESALE HARDWARE 
(Firms with Annual Sales of More than $1,000,000) 

Indicated Indicated 

Typical Attainable 

Costs Costs 

Selling Expense 6.4% 4.0% 

Administrative Salaries and Wages 7.9% 7.5% 

Rent 1.0% 0.8% 

Light, Heat, and Power 0.2% 0.1% 

Packing and Shipping 1.0% 0*9% 

Insurance and Taxes 0.7% 0.7% 

Office Expense 0.8% 0.6% 

Bad Debts 1.1% 0.8% 

Advertising 0.7% 0.5% 

General Expense 3.7% 2.9% 

Total Costs 23.5% 18.8% 



WHOLESALE ELECTRICAL GOODS 
(Firms with Annual Sale of $500,000 to $1,000,000) 

Indicated Indicated 

Typical Attainable 

Costs Costs 

Selling Expense , 5.2% 3.9% 

Administrative Salaries and Wages 5.9% 5.6% 

Rent 0.9% 0.7% 

light, Heat, and Power 0.1% 0.3% 

Packing and Shipping 1.1% 0.7% 

Insurance and Taxes 0.6% 0.5% 

Office Expense 0.5% 0.7% 

Bad Debts 1.5% 0.8% 

Advertising 1.5% 0.5% 

General Expense 0.8% 2.0% 

Total Costs 18.1% 15.7% 
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INDICATED TYPICAL COST OF DOING BUSINESS IN 
SEVEN WHOLESALE LINES 
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FIGURE 87 — Here are the indicated typical total coot percen- 
tages in seven wholesale lines shown in graphic form. The 
grocery, hardware, and clothing cnlnmns indicate how coats in- 
crease as the business increases in size. 



INDICATED ATTAINABLE COST OF DOING BUSINESS 
IN SEVEN WHOLESALE LINES 




FIGURE 88 — These C"i""»" are the indicated attainable total 
coat percentages given in graphic form. Comparison of this 
chart with Figure 87 brings out clearly what reduction of ex- 
pense may reasonably be expected. 
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